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WARTIME 
INVESTMENT 
Strategy 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list of 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obligation. 
Write Dept. M10. 


BABSON’S REPORTS, INC. 
Babson Park, Mass. 

















LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 
December 2, 1943 


HE Board of Directors on December Ist, 
T isas declared a dividend at the rate ot 
50c and $1.50 extra per share on the out- 
standing Common Stock of this Company, 
payable on the 31st day of December, 1943 
to stockholders of record at the close of busi- 
ness on the 17th coe of December, 1943 

<s will be mailed. 
ies DAVID BERNSTEIN, 
| D-osident = 


~ Treasurer 





ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., November 24, 1943. 
DIVIDEND NO. 142 : 

The Board of Directors of the Anaconda Copper _Min- 
ing Company has declared a_ dividend of One Dollat 
($1.00) per share upon its Capital Stock of the par 
value of $50. per share, payable December 20. 1943, to 
holders of such shares of record at the close of business 
at 3 o’clock P.M., on December 7, 1943. 

JAS. DICKSON, Secretary & Treasurer 























Attention 
Treasurers ! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you possibly find to place your 
dividend notices before, 

This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 

Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 

Circulation analysis on request. 


Address—Advertising Department 
90 Broad Street New Yerk, N. Y. 
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Some degree of decline in business activity is certain during the 


readjustment period following the defeat of Germany. But on 


the question of how much and for how long a time, responsi- 


ble opinions vary widely. The correct answer is important to 
all investors. Therefore, we are giving you the pro and con 


on this problem by two different authors. See page 235. 
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The Trend of Events 


IN THE HOME STRETCH ... Some months ago Mr. 
Churchill, with his unique genius for the right phrase 
at the right time, expressed a sober and guarded opti- 
mism on the United Nations’ war prospect by saying that 
“the end of the beginning” had been reached. Since then 
events have moved rapidly and most favorably on the 
military, diplomatic, production and transportation 
fronts... Whether victory over Nazi Germany is weeks 
awav or months away is not of basic significance. The 
monumental fact is that the “end of the beginning” has 
been put far behind, and the beginning of the end is 
patently and irrevocably under way. We are in the home 
stretch of this terrible war. It is most improbable that 
Christmas of 1944 will find the Hitler regime intact. For 
that justified hope, the nearby Christmas of 1943 will be 
all the more real an occasion for rejoicing throughout 
the major part of the world. 

Victory is in the air. You can sense it even though 
vou can not put vour finger on the date. You can sense 
it in the supreme confidence that our war leaders are 
able to conceal—even as, quite rightly, they continuc 
to warn that there must be no let-down in our clfort and 
determination. You can sense it in the notable shift of 
emphasis in the type of news emanating from Washing- 
ion—news of war production cut-backs, of redistribution 
of surplus supplies, of eased restrictions here and there, 
of more and more attention to post-war problems and 
planning. 

This is not all to the good. In regrettable degree it 
makes for a marked tendency toward “politics as usual” 
in Congress; and the only apparent effect on the high- 
riding special pressure groups is to make them all the 
more determined to grab while the grabbing is good. 
Nevertheless, we are over the hump and racing down the 


home streteh to victory—and nothing else can be remote- 
lv as important as that fact in these closing weeks of 1943, 
the year that will go down in history as the most crucial 
of our time in that it brought the turning point in the 


Second World War. 


TAX INCENTIVES . . . Some cynics are expressing doubt 
that corporations will ever realize on the refund and loss 
carry-back provisions of the excess profits tax. Their 
reasoning is that the possible “windfalls” would be so 
large in the aggregate in any period of production slump 
after the war that Congress may well repeal the “cush- 
ions” before they can become importantly effective. 

We rather doubt this. In any event, it is important to 
emphasize that it would be grotesquely erroncous to re- 
gard such refund provisions in the tax law as consti- 
tuting “windfalls” in any sense of the term. Their sole 
and quite valid purpose is to safeguard war-active enter- 
prises against the threat of insolvency. In effect, they 
merely provide for levying taxes on the basis of earnings 
over a period of years rather than on the exc ‘ptionally 
high earnings of an individual vear. Of course, if there 
are no heavy losses experienced by corporations in the 
first two years of peace there will be no large amount of 
carry-back refunds—and it may well be that this will be 
the fact. But if there should be losses, obviously carry- 
back tax refunds would in many the only 
protection against insolvency. . 

The provisions of the present law are reasonable and 
equitable—not liberal. To cite an example for ilustra- 
tion: suppose that a given company earned a profit of 
S2 million in 1942, $1 million in 1943, but had a loss 
of $2 million in 1944 and a loss of St million in 1945. 
In this case, earnings for the four-vear period as a whole 


instances be 
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would have been exactly nothing, yet the company would 
have paid taxes of $1,200,900 on the temporary earnings 
of 1942-1943. 

Whether or not it is probable, it would be possible for 
a company subject to maximum excess profit taxation to 
lose much more money in 1944 and 1945 than it earned 
in 1942 and 1943, and to have drained itself so largely of 
cash in paying huge 1942 and 1943 taxes as to have no 
alternative to bankruptcy unless it can recover 1942 and 
1943 tax payments. The loss carry-back provision is 
nothing more nor less than a protection against the con- 
tingency of tax-forced insolvencies. It is to be hoped that 
contingency will not arise in any significant number of 
instances, but the carry-back provision is the only guar- 
antee against it; and we have our doubts that Congress 
will “welch” on this matter of simple equity. 


THE LABOR SUPPLY... Only a few months ago the 
question of compulsory selective service for civilians was 
still as active and controversial topic of debate in the 
press and on the radio forums. While the opposition of 
the labor unions was selfish rather than objective and 
while the reluctance of Congress and the Administration 
to adopt the plan was more political than otherwise, the 
fact remains and is self-evident that the labor shortage 
problem never reached the critical proportions that the 
War Manpower Commission and many others had fore- 
cast. It is no longer possible to make out even a semi- 
plausible case for forced allocation of labor. 

Of course, the labor supply remains quite spotty. In 
some areas there is still shortage but the number of these 
is clearly decreasing, and among them on the average 
the shortage is less rather than more acute. In other lo- 
calities the supply of labor has caught up with the need; 
and in still others there is now oversupply and the threat 
of unemployment for the first time in many months. It 
seems clear, whatever the further rise in aircraft output, 
that total war production on a monthly basis is already 
at its peak, if not possibly past it. Therefore the next 
major change in the labor picture is bound to be one of 
more than adequate supply, and it may not be so very 
far ahead at that. 

Out of all the agencies in Washington, Mr. McNutt’s 
War Manpower Commission probably has commanded 
less public confidence than any other. Its estimates of 
labor needs have proven consistently wide of the mark by 
a large degree. For that reason, its present contention 
that at least 500,000 new war workers will be needed in 
the near future will be taken with a grain of salt. The 
War Production Board believes that the days of national 
labor shortage are drawing to a close, and this agency has 
a record of keeping its feet on the ground and of know- 
ing what it talks about. 


LETTING IN THE LIGHT... Chairman Nelson of WPB 
has announced that the Government will soon begin 
regular issuance of detailed statistics on manufacturing 
production, inventories, consumption of materials, fab- 
ricating capacity and its utilization, volume of employ- 
ment and various other matters that long have been 
hush-hush under the dictates of military prudence. This 
is, indeed, good news. While it does not mean, of course, 
that the war production job is completed, it does mean 
that there is no longer valid reason of national security 
for the public, economists and business men to be in 
the dark as to the position and operations of our indus- 


tries, current and prospective. 

This change is of real and great importance, especially 
because it will greatly aid business men in making their 
plans for the post-war period. As it is, business planners 
know what is going on in their own fields but are pretty 
much in the dark as to what is happening in other in- 
dustries. The detailed knowledge which the War Pro. 
duction Board promises to make available will be espe- 
cially helpful in the formulation of plans that will fit 
the varying regional, community, industry and _indi- 
vidual company situations. 

This publication has for some time had a strong no- 
tion that secrecy about our war production had been 
carried to an unnecessary extreme. If this production 
were inadequate or behind schedule a case could be 
made for concealing the facts from our enemies. But the 
contrary is true. In fact the performance is so prodigious 
that publication of more detailed truth about it would 
be the most effective kind of “propaganda.” 











With this issue we adopt a new type which permits substantial 
increase in number of words to the page. Our purpose is to 
cooperate fully with the Government in conserving paper, while 
at the same time providing our readers with more, rather than 


less, information. 
Cc. G. WYCKOFF, 
Publisher. 








CIVILIAN SUPPLY ... There is no possibility that pro- 
duction of consumers durable goods can be resumed in 
any big way in the near future. Nevertheless a turning 
point has come and in the new year, even as war output 
continues at very high levels, there is promise of a 
gradual and progressive—though initially selective—ex- 
pansion of such production. To begin with, it will be 
mainly in repair parts, flat irons, refrigerators and a few 
other lesser household “gadgets”. If Germany is defeated 
by next summer, the second half of the year would see 
all possible emphasis placed on expanded production 
for civilians. The limitations at that time will relate 
mainly to the speed of reconversion, rather than to mate- 
rials. Most metals are already in quite adequate supply 
for military needs, and in some instances surpluses for 
civilian uses are in sight. 

Indeed, the Government now has a rapidly growing 
surplus of materials and goods—in great variety—on its 
hands. In time this surplus will become of major eco- 
nomic importance, although for the present the problem 
that it represents is one of efficient redistribution within 
the Government’s own procurement agencies rather than 
of liquidation in the open markets. That is to say, there is 
no over-all surplus yet, except in relatively minor degree. 

The Army and Navy have been criticized for over-buy- 
ing. In fairness, however, it should be realized that mili- 
tary needs could not be precisely calculated in advance, 
and that the procurement agencies would have been 
gambling with the national security if they had failed 
to make their plans on the basis of the worst contin- 
gencies. As it is, the future will hold more than ample 
recompense for such minor inconveniences as the public 
has experienced due to military over-buying. The most 
effective of all safeguards against the threat of price in- 
flation during the period of continuing shortages after 
the war will be the availability of enormous Government 
surpluses that can be fed into the markets when and if 
that would serve the national interest. 
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As g See gE! BY CHARLES BENEDICT 


LESS FEAR — AND MORE IMAGINATION 


Fear is a limiting emotion-frequently based on a wrong 
premise. It enmeshes our minds so that we do not know 
the truth when we see it, like the contemporaries of Co- 
lumbus who, though looking at a round world, continued 
to call it flat. 

Constructive thought, on the other hand, opens new 
horizons and spurs us to the practical action that makes 
our dreams come true. 
the chains that bind us to static habits of thought, which 
for many make evolution perilous and bewildering, we 
will be able to move very fast in the period ahead. 

In the salubrious climate of Teheran, under the en- 
chantment of old Persia with its sunlit gardens of won- 
drous beauty and subtlety of color and perfume, mat- 
ters of the greatest political and economic import to us 
have been decided. Only good can come of it, for the 
plans concern themselves with rehabilitation and recon- 
struction. Faith and patience are the necessary ingre- 
dients for their realization. It will bring the end of 
license and the beginning of freedom. 

To those of us who believe in the greater accomplish- 
ments under free enterprise, restrictions are hampering. 
Yet we know that human nature makes them necessary. 
Therefore, while free enterprise is bound in the future 
to stand side by side with increased Government con- 
trol—still the balance will lean decidedly in our direc- 
tion because the United States, Britain and 
China are dedicated to the same cause of free- 
dom and personal initiative. 

And Russian liberalization and collabora- 
tion must be forthcoming if that country is 
io benefit from the world machinery of distri- 
bution and financing controlled by the United 
States and Britain. It is clear that ahead lies 
agreat age of human growth and development 
so large in scope that it calls for co-operation 
and peace among all men. From the reports 
of the Teheran meeting, I believe we have 
every reason to feel certain of Russian partici- 
pation in the new world in the making. 

Yet already there are those who are looking 
backward because they haven't sufficient faith 
0 look forward—nor the imagination to vis- 
ualize the possibilities. 

They see only the faults of the United 
States; think only of the bulldog tenacity of 
British domination; are fearful of Russian in- 
tentions; and cynical of China’s capacity to 
overcome the inertia of centuries. 

They ignore the basic principles of evolu- 
tion that is ever in a state of flux—that race 
and temperament are as different as climates 
~and that there are many roads leading to 
the same goal of happiness and prosperity— 
depending on the differences in ideals and 
standards. 
DECEMBER 
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If we banish fear and throw off. 


Surrounded by the depressing vapors of fear, these so- 
called leaders are not sufficiently observant to sense the 
trends away from the extremes of thought to the middle 
ground to which the world is moving, and that the new 
leadership is dedicated to that proposition. 

Nor do they sense the forces that are making the Unit- 
ed States the world leader of this great movement, for of 
all the countries the United States alone has the confi- 
dence of all peoples, not based on guesswork or proga- 
ganda, but on the demonstration of our principles and 
accomplishments in this war. 

Those so-called statesmen who sit comfortably at home 
and play politics while a new age is being born do not 
occupy a place of respect in the minds of the men who 
are fighting our battles abroad. Out of their bitter expe- 
riences they have learned to know that in this new kind 
of warfare, the world is one, that there are no frontiers 
in the sky and that the salvation of the future world lies 
in collaboration—in being good neighbors and in recog- 
nizing that men are the same regardless of race and color. 

There will be no mistakes this time; the millions on 
the fighting front will see to it when they come home. 
Judging from the reports coming back to us, the so-called 
statesmen who block every move—the brazen lobbyists 
demanding higher prices and profits—the greedy labor 
leaders—won’t be forgotten un- (Please turn to page 268) 





e fwing Galioway 

British legation at Teheran, Persian city with a salubrious winter climate, 

now famous as the spot where Roosevelt went five-sixths of the way— 
geographically speaking—for a meeting of minds with Stalin. 
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The Market Turns To Realities 


It now looks improbable that the market's broad “transition to 
peace" phase can be completed this year. We continue to advise 
postponement of investment purchases for appreciation and 
would regard a year-end rally as a transient trading-range affair. 


RY A.°T. 


During the fortnight since our last previous analysis 
was written the market first registered new lows on the 
intermediate reaction in the industrial and rail aver- 
ages, culminating in seven consecutive sessions of decline 
to and through Nov. go; and thereafter to this writing 
has had a moderate rally. 

In the long, irregular readjustment that has been un- 
der way since last July, the maximum “come-down” so 
far has been 16.25 points in the industrial average. From 
the low point of 129.57 the gain on the current low- 
volume rally to this writing has been 2.30 points. As 
compared with two weeks ago, the industrials are now 


down by 1.07 points; the rails up by 46 cents; the utilities * 


up by 69 cents. 

Two things about the performance of the market seem 
especially interesting. One is the far above average de- 
mand for utilities. The utility average made its reaction 
low to date on Nov. 8, nearly a month ago, at 20.15, 
which was a net decline of only 2.15 points from the 
summer high of 22.30; and at this writing the level is 
only go cents below the recovery high. 

The second point worth attention is that, despite a 
preponderance of bearish sentiment, the retreat of the 
industrial average appears to have become a markedly 
reluctant and grudging affair. In scarcely more than a 
fortnight between July 14 and August 2, the decline 
amounted to 11.82 points—but in more than four months 
since the August 2 low of 134 was made, the maximum 
additional decline was only 4.43 points and as we write 
this the net additional decline has been 2.13 points. 

Certainly this represents very stubborn resistance, not 
at all comforting to those who figured that the combina- 
tion of tax-selling and seasonal market precedent called 
for a substantial extension of the downward phase dur- 
ing the first half of December. Since the clear-cut break- 
ing of the 134 August resistance level, the most bullish 
analysts looked forward to the 128 level as the highest 
at which they contemplated favoring purchases; while 
majority opinion put the expected low at least at 125 for 
December, with a skid down to 120-118 kept in mind 
as a distinct possibility. 

It may be that too many people want substantially 
lower prices, on which to buy. The market has a nasty 
little trick of seldom doing what the majority of people 
want it to do, or expect it will do. To make matters 
worse, it is even more contrary about doing things when 
people expect that it will. 

The market’s “public” today falls into two broad 
classes. One is made up of long-pull bulls. They are 
inclined to accumulate stocks but not to reach for them; 
to place buying orders at prices under the market. This 
tends to slow and check reaction. The other class, some 
“hung up,” some with profits, take a shorter range view. 
They are inclined to sell on rallies, to place selling or- 
ders moderately above the market. This doesn’t do the 


R22 


MILLER 


rallies any good. Among larger operators and profes. 
sionals, majority sentiment appears somewhat more bear- 
ish than “public” sentiment. 

Barring an overnight ending of the war, it is our no- 
tion that the market is unlikely to do anything exciting 
over the near-term. We don’t think it is likely—for the 
rest of the year—to decline much, if any, below the re- 
cent low. On the other hand, from the present base, 
the scope for the traditional year-end advance seems 
quite limited—perhaps up to the 135-136 level. 

We seek in these analyses of the market to offer the 
soundest guidance we can to investors and speculative 
investors as regards the intermediate and longer-term 
prospects. Having previously recommended the scaling 
down of holdings and the retention of a substantial cash 
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SEPT. OCT. 


serve, Our next Objective is to determine an opportune 
buying level. When it will come, we can not say. ‘The 
me firm conviction we have is that it is not yet here; 
and we think it probable that when it does come—and 
it now tentatively looks to us like some time in the first 
quarter of the new year—it will be substantially below 
the 128 level, Dow-Jones. From this point of view, 
wading range fluctuation over the next few weeks be- 
ween, say, 129-136 would be immaterial. 

Although the decline from the bull market peak has 
ween moderate—cancelling at most about 30 per cent of 
ihe previous rise in the industrial average—the period of 
readjustment has now lasted nearly five months. Obvi- 
ously, this is not a “technical” correction. They don’t 
ast that long. This may be called an “in between” 
phase: a kind of investment and speculative no man’s 
and, the beginning of which was denoted by the fall of 
ihe Mussolini regime and the consequent rupture of 
ihe previously existing fabric of bullish thought or hope. 
What lies beyond it is obviously regarded by buyers and 
ellers of securities as uncertain or dubious. ‘The mar- 
‘et is looking ahead to the end of the war in Europe, 
0 the coming big decline in war orders, to the down- 
vard adjustment of industrial production; it is thinking 
bout the problems of reconversion, post-war taxes, post- 
war politics; it is wondering about the real character of 
the European peace, concerning which the official war- 
ime pronouncements are necessarily stronger in gen- 
falities than in detail. 

Indeed, so far as the stock market is concerned, the 
turopean war is already over in a very real sense. ‘That 
8, the present investment feeling of uncertainty and 
faution does not, in our opinion, hinge on doubt as to 
hether Germany will crack up this winter or next spring 
r later—but, rather, on the shape of things to come 
ifter the Nazi downfall. The so-called war stocks have 
heen discounting this event for a much longer period 
han that since last July. It is highly improbable that 
iny change in the war's duration prospect could of it- 
DECEMBER 
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logically thoughts of 
early peace ought to be more bullish than thoughts of 
delayed victory. 

As usual, the market strives to discount coming 
changes well ahead of their development. Thus, it has 
already entered its own post-war transitional phase, so 
to speak, in the sense that it is now feeling its way in 
the process of evaluating common stocks on an ex-war 
basis. “True, the bull market up to July was also on an 
ex-war basis in that it was discounting “post-war pros- 
perity’—or “inflation” if you prefer—but doing so in a 
happily general kind of way. Now that we are approach- 
ing peace, the down-to-earth realities and uncertainties 
rudely intrude and will not be denied attention. 

It so happens that we hold the opinion that early 
post-war prospects for business volume and corporate 
earnings are not particularly frightening, but that is 
beside the present point. Whatever the actual shape 
of things to come, we question very much whether the 
market’s transitional adjustment can be completed ex- 
cept in terms of both more time spent and more points 
of decline in the averages, regardless of intervening in- 
terludes of rally. The present market, in our opinion, 
lacks adequate psychological base for a broad rise above 
the July highs; and it also lacks the alternative base for 
dynamic rise that would be provided if a violently over- 
sold technical condition existed. 

Regardless of day to day or week to week changes on 
the fighting fronts, we anticipate that the market con- 
census will continue to bank on—or make allowance for— 
relatively early peace in Europe. 

In this connection one of the most revealing things 
we have seen was a recent dispatch from Lisbon, Portu- 
gal, by Henry J. Taylor, serving as a correspondent for 
the Scripps-Howard newspapers—revealing in a way oppo- 
site to what the writer was emphasizing. Since there is 
regular air service between Lisbon and Germany, Mr. 
Taylor observed that it is easy in Lisbon to get an accu- 
rate picture of the true status of Germany from large 
numbers of Germanand neutral (Continued on page 268) 
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Shifts in Corporate 
Earnings Outlook 


Under Full Reconversion 
BY E. A. KRAUSS 


Under Partial Reconversion 


Tue recent course of events has greatly strengthened 
hopes of a relatively early end of the war in Europe. 
One result has been to focus increasing attention on the 
situation which industry is likely to face when peace 
comes. Much has been said about backlogs of deferred 
demand, about the impressive resources in the hands of 
the consuming public, and how these factors are apt to 
promote one of the biggest booms, to assure industry of 
one of its most profitable periods ever recorded. Financial 
and trade forecasters, according to their varying shades 
of expectancy, have been laying their bets on the shape 
of the post-war era and on the profit outlook for indus- 
try. The great majority are quite optimistic. 

It is clearly desirable, even necessary, to look ahead, 
and accurate glimpses into the future would hardly be 
feasible without marshalling all pertinent facts but it is 
doubtful whether the real key to the post-war outlook 
will be found in such data as backlogs and purchasing 
power, deferred maintenance and other conventional 
yardsticks. While they are useful to a degree, they may 
mean one thing or another, depending largely upon mat- 
ters which at this time hardly lend themselves to analyti- 
cal treatment. I refer to questions of public policy. 
They are the big questionmark in the post-war outlook; 
they will also govern in large measure the shape of things 
during the vital interim period that will mark the par- 
tial reconversion phase after cessation of hostilities in 
Europe. Their importance to industry and investors re- 
quires no emphasis. Paramount are taxation and busi- 
ness controls. If, in these spheres, specific programs of 
sound public policies were formulated now and given 
adequate support in Congress, the outlook would be far 
more heartening. Lacking this, great uncertainty pre- 
vails. 

As to fiscal management, no one need suppose that we 
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could continue the present tax system into peace time}, 


and have business flourish. But in too many discussions, 
particularly those emanating from New Deal circles, one 
finds the ever-present suggestion of the absolute need of 
large-scale post-war Government “pump priming,” with 
all its fiscal implications. Its proponents are quick to 
assert that, anyway, part of the post-war era must be re- 


garded as part of the war period, that war-time taxes, }; 
controls, etc., must be retained until our economy 1s}, 


back on an even keel. Putting the cart before the horse, 
they contend that the necessity of large post-war budgets 
is bound to impel their retention. 

If this sort of thinking is translated into action, and 
we must not rule it out as an impossibility, we would 
have to revise most of our rosy dreams of booming post- 
war business. Boom it may, but profits would be disap- 
pointing. This, however, is looking far ahead. Let's 
first examine the more immediate picture as it is likely 
to shape up under partial reconversion after the end of 
the war in Europe. 

Its termination will release an important segment of 


our productive facilities for peace-time production. The yj); 


war program may be cut fully 50% with a decline of 
some $20 billion in munitions outlays alone. Many 
shifts will occur elsewhere and total war expenditures 
should drop to an annual rate of $65, billion, probably 
even less. There will be a marked easing in the mate: 
rials supply situation permitting progressive resumption 
of the manufacture of a wide range of consumer goods. 
Whether this will fully compensate for the drop in wart 
business remains to be seen; some anticipate an over: 
all decline in production of around 20% though a much 
smaller recession in composite industrial earnings due 
to the workings of the tax cushions. As far as man- 
power is concerned, some 5 million workers may be re- 
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leased from war jobs, perhaps 3 million soldiers from 
the Army. 

It will mark a turning point which will bring us face 
\o face with perhaps 80% of the problems of peace. When 
workers are released, industries must be chosen to re- 
ceive them, and companies within these industries. Shift- 
ing plants from war to peace production is likely to be 
a delicate matter and will probably have to be done 
according to some strategic plan. ‘Those best able to 
wing immediately into the manufacture of needed civil- 
ian goods will probably be selected first but attention 
must be given to competitive and other complex factors 
within each industry. It will mark one of the most 
dificult aspects of reconversion. 

Up till now, the civilian goods program has been long 
on promise, short on action. Despite valiant efforts of 
the Office of Civilian Requirements, little could be done 
i relieve existing shortages. With a substantial easing 
of the supply situation when partial reconversion gets 
under way, the outlook will be much improved. Even 
now the steel supply, after months of wrestling with 
evere shortages, is finally in balance so that 1944 allot- 
ments for civilian goods could be doubled. Aluminum 
s plentiful, other non-ferrous metals no longer scarce. 
Thus even before industry gets the “green light” for 
partial reconversion, a mild revival of consumer durable 
oods manufacture is indicated to the extent that labor 
an be had. In fact, OCR is scheduling for next year 
production of some 2 million electric irons, g00,000 
ousehold washing machines and an equal number of 
omestic refrigerators. Measured against existing back- 
ogs, it is quite a good start, considering that it is under- 
aken in the midst of total war. 

Such planned revival of civilian goods manufacture 
vill be multiplied many times after the end of the Euro- 
an phase. By then, Vice Chairman Wilson of the 
s, ONE HVPB predicts, Government will authorize production 
ed of ft predetermined quantities of additional consumer 
With foo s, even including automobiles. How will this affect 
ick tO fndustry? 
be re-| Farningswise, prospects continue good for 1944, even 























{ax€s, Khen Germany is defeated. While the end of one war 
whe: ill mark the beginning of a decline, a continued high 


vel of over-all activity appears assured, measured by 
1dgets fre.war standards, as long as either war lasts. No drastic 
ump is anticipated until the global war is won. Any 
tback in earnings should be effectively cushioned by 
e tax buffer. However, important cross-currents af- 
f ting numerous industries, and/or companies, must be 
disap toked for in this general picture. 

Let's There is, first, the important matter of reconversion 
likely er, the delicate problem of selecting those industries 
nd of fd companies which will first revert to normal produc- 
n. Offhand it appears questionable whether there is 
ent of hy great competitive advantage in an early start on 
3 The bilian goods production. First goods are likely to be 
ine of hidated or stripped designs and may well meet con- 
Many mer resistance. When full reconversion occurs, late 
lituresfrters may quickly regain any benefits lost and early 
obably fonverters will have to undergo a second change-over 


mate # the production of new models. 

nption }Even more important, and affecting all industry groups 
goods. ich reconvert early, is the tax factor. Under partial 
in war 


nversion, entire consumer durable goods industries 
y well be returned to peace production, and thus get 
much early start in their effort to fill the vacuums created 
zs dues war-time shortages. These are considerable, as evi- 
} man: 4 from the accompanying table containing estimates of 
be re-k various backlogs. By reducing these under partial 
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ESTIMATED BACKLOGS OF CONSUMER-DURABLE 
GOODS INDUSTRIES 





Time Time 
required required 
Backlog at to fill Backlog at to fill 
End of 1943 vacuum End of 1944 vacuum 
(units) (months) (units) (months) 
Automobiles 9,000,000 36 10,500,000 39 
Radios 5,000,000 24 8,500,000 36 
Refrigerators 2,000,000 15 2,800,000 27 
Washing Machines 1,500,000 24 2,100,000 28 
Vacuum Cleaners 1,500,000 12 2,000,000 24 
Oil Burners 500,000 20 ,000 24 
Electric Ranges 100,000 6 220,000 12 
Electric lroners 50,000 5 150,000 12 
Flat Irons 3,200,000 12 5,200,000 24 
Electr. Clocks 2,600,000 12 5,000,000 18 








reconversion, they will do so under war conditions and, 
specifically, under high war-time taxation including ex- 
cess profits taxes. It would mean, in other words, a 
more or less severe reduction of post-war profit poten- 
tials as formerly envisaged on basis of accumulated de- 
ferred demand. To illustrate this, take, for example, 
refrigerators. Indicated backlog at the end of this year 
is 2 million units, and some 2.8 million units at the end 
of 1944. Since production of go00,000 units is scheduled 
for next year and presumably an even greater quantity 
will be made in 1945, before total war ends, the backlog 
by the time when the war is over will be reduced by 
roughly two-thirds. As war-time taxes will be in effect 
at least until the end of the war, two-thirds of the exist- 
ing backlog will thus have been satisfied under EPT con- 
ditions, that is earnings on this volume will be far less 
than they would have been after repeal of EPT. This is 
apt to take a lot of the “cream” off post-war earnings po- 
tentials, profits that would have been realized if the en- 
tire backlog were worked off after repeal of EPT. The 
effect of EPT on corporate earnings is well known; the 





EFFECT OF EXCESS PROFITS TAXES ON 
COMMON STOCK EARNINGS 


of representative consumer durable goods companies. 


1942 per share earnings 


before EPT after EPT 

Chicago Flexible Shaft $7.94 6.34 
Chrysler (a) 3.57 EY, 
Crosley Corp. 10.70 3.54 
Eureka Vacuum (b) 2.09 2.09 
General Electric (ce) 1.56 
General Motors 4.25 3.55 
Master Electric 16.65 4.85 
Maytag (b) — 0.18 def. 
McGraw Electric 3.79 241 
Nash-Kelvinator 1.29 0.89 
Philco 5.61 1.61 
Radio Corp. 1.39 0.42 
Servel (b) 0.61 0.61 

ylvania Electric Prod. 552 1.76 
Sparks-Withington 1.89 0.64 
Studebaker 3.02 0.92 
Westinghouse 18.12 5.43 
Zenith Radio (e) 3.06 


(a) No EPT provision made in 1942 income account. 
(b) No EPT liability incurred in 1942. 
(c) EPT charges not specified but total taxes amounted to $6.69 
per share. 
(e) EPT charges not specified but total taxes amounted to $6.00 
per share. 




















accompanying table shows its adverse influence on earn- 
ings of a number of representative companies in the con- 
sumer durable goods field. 

How many industries are likely to be so affected? A 
definite answer can hardly be given but indications point 
to return to peace production, under partial reconver- 
sion, of most consumer durable goods industries except 
automobiles. Even the latter may make a limited start, 
depending on the trend and character of military re- 
quirements during the Far Eastern phase of the war. 

On the whole, reconversion procedure and time fac- 
tors will be tied to the distribution of manpower, to 
proper allocations of raw materials and the functioning 
of transportation. These are administrative problems 
for which Government will have to take responsibility. 
Whatever snags may occur, the exigencies of war and the 
pressure of public opinion should force measures to bring 
about at least a fair schedule, not too much delayed. 
Heralds of a returning consumer economy are bobbing 
into view already in the products mentioned before. How 
fast further releases will occur, and on what additional 
products, must be surmised until we get more factual 
clues but the signs are there and they are multiplying. 

Refrigerators, washing machines and flat irons are 
definitely in sight by the latter part of next year, regard- 
less of war developments. Under partial reconversion, 
most other consumer durable goods will be added to the 
list, in order of their essentiality. It will then include 
radios, vacuum cleaners and virtually the whole range of 
household appliances. It may include a certain number 
of automobiles; a heavy schedule for manufacture of 
civilian trucks has already been announced for 1944. 
While all-out production in these and other lines will 
have to await the end of total war, easing of limitations 
may be looked for in many directions. Even today, steel 
is being released for not so essential building; under par- 
tial reconversion the steel supply presumably will be 
fairly abundant, thus building construction and with it 
the building materials industries will get a head start. 
The machine tool industry can switch to the manufacture 
of peace-time machinery. Reconversion of the railroad 





Wiring control panel for the Navy at the 
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equipment and farm equipment industries, already be. 
gun, will be greatly speeded up if not completed by then, 
Even in tires, civilians may get that longed-for break. 
Textiles, leather goods and kitchenware will remain 
tight, we hear, until relief and rehabilitation needs 
abroad are satisfied. 

All of these industries, according to the present out. 
look, may operate under partial reconversion at least 114 
years. During this span, they will be able to reduce back. 
logs materially, in some instances perhaps drastically. 
Volume will remain high but earnings, subject to war 
taxes, will show little change from those realized while 
producing for war. Additionally, margins will be frozen 
by price control. After full reconversion, they will find 
deferred demand reduced by anywhere from one-half to 
two-thirds and proportionately the outlook for sustained 
high post-war activity under reduced peace-time taxes. } yelop1 

It is a prospect that underscores the need for selectivity} the ay 
in common stock investment. Industries where bagk4 vood | 
logs are moderate in terms of time required to fill them] in reg: 
plainly will not enjoy the boom conditions once envisgihe cc 
aged, as far as profits go. Others, too, may find theif dustri: 
carnings potential from the post-war recovery cycle leaner io hav 
than expected, and this prospect may well result in afiwo at 
revision of opinion as to the desirability of early oiael as befe 
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Since market prices reflect carnings prospects rathe has be 


than volume of business, the situation is bound to haygt>stai 
a bearing on future market behavior of equities in thig"y 
category, though no hard and fast conclusions are possi and to 
ble today as to their identity beyond the surmise thaf Pe 
most consumer durable goods makers, except autom sult of 
biles, appear to become first candidates. Railroad an total 
faym equipment makers are in the same boat but with imp" CW 
mense backlogs assuring good business for 3 to 5 years reduces 
the effect will be far less pronounced, perhaps negligibld °U 
depending on the duration of the partial reconversiog ° >59 
phase. The building industry is even better situated buf. The 
the machine tool industry may find its already slende ditures 
post-war earnings potential further pared in the procesq 0" “ 
Makers of mining, printing and textile machinery mag’” last 
also be affected in ratio of the time they will operat imax 
under partial reconversion. only in 
Validity of this argument may be contested on thg@POUriny 
premise that deferred demand will continue to accumu @US¢ L 








late until resumption of full production but it must b the thi 
borne in mind that reduced consumption of durabl tually c 
goods is not mathematically cumulative. This applief"™° SU 
even more to non-durables where postponed demand i' declir 
inevitably lost. On the other hand no implication is ing‘“@U0n 
tended of any early slump in the industries affected. Vol'*PTese! 
ume will be high for quite some time despite the indic ! 

owe 


ted erosion of profit potentials. Only special tax alloy er 
ances under partial reconversion, today an unlikely prog4S!Ng 
pect, could mitigate the latter. Where peace and wa Actor | 


production continues simultaneously, the dent made i — 
a le 


existing backlogs, and thereby the cut in future earning™S 4 
potentials, will naturally be less severe. The effect wig’?™clpé 
be totally absent where peace production, perhaps due §"4" €X) 
materials restrictions, is insufficiently large to put a co the bud 
pany into EPT brackets. The outlook thus raises nef" Phe 
criterions in appraising intermediate and long-term prajOUrse, 
pects of numerous companies, even industries, once pa will be 
tial reconversion has become a fact. Individual tax basq'""es fre 
among other things, assume new iniportance. Png P 
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W HILE the news from the fighting tronts has been 
increasingly encouraging in regard to the shortening ol 
the war on the Continent, the press comments on the de- 
xes. J yelopments on the home front have been confusing for 
ctivity| he average reader. Not that there has been any lack of 
bask4 ood domestic news, especially 


The New Crisis 
In WagezPrice Control 


How Other Countries are "Holding the Line” 
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the ‘Third War Loan campaign completed in October. 
The third development, just beginning to contribute 
to the lessening of the danger of uncontrolled inflation 
but likely to rise in importance during the next six 
months. is the prospect for larger supplies of civilian 
goods. The increased output of 





them] in regard to our war effort. On 
envisq the contrary, the country’s in- 
| theif dustrial production is reported 
leanemio have reached a level nearly 
t in qiwo and one-half times as high 
recon4 as before the war. Since ship- 
ments of war materials have 
been getting through extreme- 
ly well and large supply dumps 
have been built up abroad, it 
has been possible to cut down 
substantially on the output of 
many kinds of military goods 
and to cancel a large volume of 
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“HOLDING BACK THE TIDE” 





rclrigerators, washing ma- 
chines, electric irons, farm 
equipment and motor trucks 
for civilian use has already 
been announced. According to 
Food Administrator Jones, 
more steel will be allocated for 
food _ processing equipment 
next year. The building of 
new metal fabrication plants 
has been discontinued and the 
production of high-cost non- 
ferrous metals is being discour- 
aged. Also contributing to the 
improvement in the commod- 
ity supply situation have been 
larger imports of such commod- 
ities as burlap, chrome and 
manganese ore. 

The improved commodity 
situation is being reilected in 
prices, which, in the case of 
scrap metals, aluminuin, hogs 
and lard, cotton and linseed, 
have already shown some eas- 








gill ditures at around the $7 bil- 
srocemnen 3 month level dates back 
-~y ma? last April. It implies that a 






dimax has been reached not 
only in our war output, but also in the tremendous out- 
pouring of the purchasing power that has been the real 
cause behind the pressure on prices and wages. During 
the third quarter of 1943, Government expenditures ac- 
tually declined below the preceding quarter—for the first 
appli me since 1940. This development was accompanied by 
and ig’ decline in national income (adjusted for seasonal fluc- 
iguations), and by a decline in the quarterly increment, 
lepresenting the increase in the currency and bank de- 
posits held by individuals. 

However, the decline in the rate at which new pur- 
(hasing power has been generated, has not been the only 
lactor that has contributed to the lessening of the in- 
i(iationary pressure. Apparently the Treasury is absorb- 
ing a larger portion of the purchasing power than was 
anticipated. It is quite possible that, between the cut in 
war expenditures and the increased Treasury receipts, 
the budget deficit will be from $11 to $12 billions small- 
tr. The expected increase in the public debt would, of 
m pra ourse, also be less. In fact, it looks as if the Treasury 
nce P will be able to finance almost 50 per cent of its expendi- 
x basq es from tax collections, which would mean that we are 
doing practically as well as Great Britain or Canada. It 
would also mean that it wouldn’t be necessary to raise 
ts much from the non-banking sources during the forth- 
coming Fourth War Loan drive as was raised during 
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ing. Coflee, cocoa and wool 
have sold below the ceiling prices in recent weeks. As the 
supplies have increased, it has become easier to keep the 
prices at an even keel and even to relax many restrictions. 
To summarize the developments on the anti-inflation 
front, this, then, is what has been happening in the past 
few months: the generating of purchasing power through 
war expenditures has reached a climax and has possibly 
declined somewhat, but, of course, still continues at 
around levels that would have been regarded as astro- 
nomical only a few vears ago. Increased Treasury re- 
ceipts indicate more effective piping off of the purchas- 
ing power through taxation, and the prospect of in- 
creased civilian supplies of goods promises an absorption 
of a larger part of individuals’ income. At this point, 
however, the new wage-price control crisis has arisen 
which not only threatens to loosen the Administration’s 
grip on the price-wage controlling apparatus, but, in the 
opinion of many pessimistically inclined people, is likely 
to lead to the collapse in the near future of the whole 
Government machinery for wartime economic contsol. 
The reason for this: the temporizing, undecided attitude 
of the Administration; and the increasing power of vari- 
ous pressure groups which the Administrations is afraid 
to antagonize for political reasons. 
There is no doubt that the Administration’s wartime 
economic control of inflationary forces has grown out of 
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a patchwork of measures—some more successful than 
others. The taxation of the excess purchasing power has 
been fairly successful. The price-wage control is evident- 
ly less so. But the weaknesses are evidently just as much 
due to the rigidity of the whole price-wage control as 
to the pressure of special groups to get the most out of 
the war. 

The present Administration price-wage control has 
been built around the Second Price Control Act of Oc- 
tober, 1942. The object was to freeze the cost of living 
as of September 15, 1942. However, because of the pres- 
sure of the farm bloc, no ceilings were put on agricul- 
tural prices, which were permitted to rise to the “parity” 
levels. The result was the squeezing of the margin of the 
processors and distributors, which jammed the retailing 
end and led to the appearance of black markets. 

The failure to keep food prices down has been in turn 
used by organized labor as a pretext for breaking the so- 
called “Little Steel” wage formula under which wages— 
after being adjusted for the rise in the cost of living— 
were frozen as of May 15, 1942. The formula was de- 
nounced as arbitrary and rigid, and organized labor was 
represented as shouldering “a larger share of the anti- 
inflationary burden than some other segments of the so- 
ciety.” Actually this was far from the truth, for wage in- 
creases continued to be granted but on other bases; the 
average weekly earnings in fact advanced some 11 per 
cent between October, 1942 and September, 1943 and 
were some 57 per cent above the pre-war level. 

Nevertheless the Administration attempted to placate 
the workers. The Director of War Mobilization restored 
the authority of the War Labor Board to make wage ad- 
justments and to “correct inequities”. Early in the sum- 
mer a food subsidy program combined with a “roll-back” 
or reduction in the prices of subsidized foods was set go- 
ing. The cost of holding down the prices of meat, cheese, 
butter and several other items was to be about $800 mil- 
lions a year. More recently a $100 million subsidy to 
hold down the prices of flour and bread was to be added. 

The defeat of the Administration’s “hold the line” 
policy is recent history. About a month or so ago, Mr. 
Ickes capitulated to the United Mine Workers on the 
wage increase issue. Within the following few weeks, Mr. 
Murray told the CIO that the unions would demand 
wage increases, breaking the “Little Steel” formula. To 
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all this the President took a delaying action, appointing 
a committee from the War Labor Board to make a fresh 
study of the cost of living, one purpose evidently being 
to prepare another “line of defense” to fall back upon. 

The defeat of the Administration by organized labor 
encouraged the opposition of organized farmers against 
subsidies, although in his message the President express. 
ly asked Congress not to oppose subsidies, and, in fact, 








UNITED STATES, CANADA AND GREAT_ERITAIN 


Wholesale Prices Cost of Living Hourly 
Jan-June August Jan-June August Wage Rates 
1939 1943 1939 1943 1939 Latest 
United States 100 135 100 124] 100 157 
Canada 100 137 100 118 100 126 
Great Britain 100 166 100 1294 100 136 




















to increase the appropriation for them. The farmers 
argue that subsidies put a ceiling on farm prices at a 
time when increased production is needed—which can be 
obtained only through the incentive of higher prices. 
They point out that industrial wages have gone up so 
much that the farmers are getting a smaller proportion 
of the consumer’s dollar than ever before—or to put it 
in other words, that they are not getting out of the war 
as much as the other organized groups. The subsidy bill 
has already been defeated in the House, but it is still 
a question whether the farm bloc together with a few 
Republicans will ultimately muster enough strength to 
over-ride the presidential veto. 

Taking all the things together, “the patchwork” of the 
Government price-wage control policy is going through 
another crisis, with, as the recent editorial in the Chris- 
tian Science Monitor puts it, “the President standing in 
the middle and continuing his balancing act (between 
farmers and labor) as best his administrative limitations 
and political commitments will permit.” Some com- 
promise will be reached: labor will eventually get higher 
wage rates, possibly tied to the cost of living index as in 
Canada. The Government will undoubtedly keep some 
limited subsidies on foods and the farmers will have won 
slightly higher prices. The whole price wage structure 
is likely to move slowly upward over the next few 
months. In the mean time, the deflationary influence 
of the prospect of larger commodity supplies for civilian 
consumption and of the sudden end of the German war 
will probably be getting stronger and stronger. 

Hence, even if the Administration is defeated and 
forced into another compromise with the pressure 
groups, farmers and labor, the danger of uncontrolled 
inflation, while always present, isn’t probably much 
greater than it was before. With taxes continuing to 
increase, the nation will probably keep on being a “cau- 
tious spender” as in the past. People as a whole are 
aware that it is not only unpatriotic to bid up prices, but 
foolish, now that the end of one war cannot be very far 
off. The producers are also hesitant, with so much talk 
about reconversion to peacetime lines, and they know 
that their excess profits will be taken away by the Gov- 
ernment anyhow. 

What is to be deplored is that the gains of higher 
prices by the farmers and of higher wages by factory 
workers are being made at the expense of unorganized 
groups, white collar workers and people with fixed in- 
come in general, who some day may not be able to buy 
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farm or industrial products. As far as the Treasury is 
concerned, higher wages are bound to lower taxable in- 
come of industrial enterprises and eventually to widen 
“the inflationary gap’—the difference between the spend- 
abie incomes of individuals and the goods and services 
:vailable for civilian consumers. 

Despite all the temporizing, however, the Administra- 
tion has not done so badly in controlling inflationary 
forces. The war is of course not over yet, and inflation- 
ary danger will hang on even when the war is ended. 
The movement of our wholesale prices and cost of living 
has not been much different from that in Great Britain 
and Canada, and definitely better than during the First 
World War. However, the comparison of farm price 
movements and of wages is less favorable. 

Although we spent on the war from the middle of 1940 
up to November, 1943 almost $150 billions, or nearly 
five times as much as the war expenditures from 1917 
through 1919 ($29 billions), our wholesale price level 
rose only about one-fourth as much. Similarly the cost 
of living advanced during the present war only a fraction 
of its advance during World War I. 

In contrast with wholesale prices and the cost of liv- 
ing, the wartime gains of organized pressure groups, 
labor and farmers, as measured by various indexes, are 
a rather sad commentary on the Administration’s lack of 
courage to curb them. Farm prices, for example, ad- 
vanced as much as in the First World War, and the cash 
income of farmers is about 214 times as high as in 1939, 
although the volume of farm production rose only about 
go per cent. The average weekly payrolls of factory work- 
ers advanced almost go per cent since the Summer of 
1939, not yet as much as in the First World War. 

Great Britain, as a whole, has probably done a better 
job than we have, although the British Government did 
not try to prevent some inflation at the beginning, as 
slowly rising prices and wages have been regarded as a 
stimulus to production. However, since stabilization was 
decided upon—in the Spring of 1941—the prices and the 
cost of living have been maintained at an admirably level 
keel, though the task has been more difficult in view 
of relatively larger Government expenditures than here 
and a smaller volume of goods available for civilian con- 
sumption. Total British war expenditures to date have 
been around $60 billions. 

The British achievements have been undoubtedly due 
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3 1920 1939 Sept. 1943 

Wholesale Prices 100 2921 100 134 
Cost of Living 100 203 100 124 
AGRICULTURE 

Farm Prices 100 211 100 189 

Production 100 114 100 130/e 

Cash Income 100 201 100 230 

Ratio of Prices Received 

to Prices Paid 100 105 100 158 

MANUFACTURING 

Production 100 128(* 100 241 

Employment 100 121 100 170 
ower Wage Rate 100 245 100 157 
Weekly Earnings 100 232 100 186 
Purchasing Power of Wages 100 114 100 138 
Production per wage earner 100 106(* 100 141 

(e—Estimate 

(*—1919. 
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to much stiffer taxation than in this country and to 
more widespread rationing. Since a large part of British 
foodstuffs and raw materials is imported, the application 
of various controls has been relatively simpler than here. 
It is said that the prices of foodstuffs and articles cover- 
ing about go per cent of the average housewife expendi- 
ture are now regulated. In general, the British have con- 
centrated on the cost of living items and allowed the 
prices of luxuries to rise, often helping them along even 
with stiff consumer taxes. Subsidies have neen widely 
used, their cost approximating about $720 millions a 
vear. 

There has been no rigid formula as in this country or 
in Canada for the stabilization of wages, the unions re- 
serving the right to ask for increases whenever necessary. 
Adjustments in wages are being made right along; the 
National Arbitration Tribunal, the decisions of which 
are legally binding, has the last say on the subject. 

While in this country average hourly wages went up 
some 57 per cent and the cost of living about 24 per cent 
between 1939 and August, 1943, in Great Britain the rise 
in hourly wage rates has been about 35 per cent since 
the outbreak of the war and about 2g per cent in the 
cost of living index. The British weekly factory earnings 
are up about 65 per cent, compared with 86 per cent in 
this country. 

In the Dominion of Canada, the freezing of both 
prices and wages was enacted as early as the Fall of 1941. 
A system of wage bonuses was adopted, which is adjusted 
every three-months according to the fluctuations in the 
official cost of living index. Subsidies have been used 
principally to absorb increased costs of a number of im- 
ported commodities and to maintain the domestic out- 
put of certain essential commodities, such as milk and 
cheese, under the conditions of rising price costs and 
price ceilings. The cost of subsidies is expected to reach 
some $200 millions by the end of the present fiscal year, 
i.e. next March. 

In the mean time the Canadian cost of living index has 
remained remarkably stable, in fact so much so that this 
stability is causing irritation among the wage earners 
who complain that the cost of living does not show the 
true state of affairs. Labor has become restive and up- 
ward wage adjustments have become widespread. 
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The Tax Factors that will 
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aid 


in- 


dustry when War Volume slumps are 


already casting some advance shadows 


Companies Benefitting Now 
From Tax Cushions 


BY dt. £. 


I, The Magazine of Wall Street reference has been 
made from time to time to the “tax cushions” in- 
herent in the workings of present corporate taxes; and 
it has been stated that, even if industrial volume de- 
clines. sharply in the early post-war readjustment period, 
these cushions would in large measure insulate corporate 
net income from shock. 

How this will work is not a matter of theory. It is 
interesting to note that current earnings reports reveal 
a few instances in which profits are already being stabi- 
lized by the tax cushions—without which the reported 
net per share would have been sharply lower. Examples 
are to be found especially in the building materials and 
machine tool industries, in both of which some com- 
panies have experienced a substantial decline from year- 
ago figures of volume and pre-tax earnings. 

The results are indicative of what you can expect in 
much more numerous instances when, following defeat 
of Germany, there is a major decline in war orders. 
Both because the current examples are significant in 
themselves and because they throw a prophetic light on 
the shape of things to come, we are devoting this brief 
article to them. 

The largest “cushion” in the list of companies in the 
accompanying table is that of Ruberoid. For the three 
months to September 30, 1943, the net income was 


TRAVIS 


5526,327 less than in the corresponding period of 1942. 
The normal and surtax for the 1943 period was $139,- 
joo, against $104,800 for the third quarter of 1942, but 
excess profits in the 1943 period were much smaller, for 
the tax was only $116,500 against $722,000 in the 1942 
period. The result was that net after taxes was almost 
equal to last year, leaving out the post-war credit figures 
and contingent reserves. With the latter two items in- 
cluded, the 1943 net was about $50,000 under last year. 
The percentages of tax to net before taxes in 1943 were 
55-9% and in 1942 were 79.9°%, making a “cushion” of 
24.0% this year. 

Another company in the building supply trade was in 
second place in this measure of tax relief through smal- 
ler excess profits tax deductions this year. Flintkote re 
ported $488,196 lower net before taxes for the twelve 
weeks ending October 9 than in the similar period of 
1942 but taxes were $507,772 under those of last year, 
with the result that net after taxes in the 1943 period 
was actually $19,476 more than the year before. In the 
current year, 54.0%, of net earnings were paid in taxes 
against 71.0% in 1942 for the similar period, making a 
“cushion” of 17.0%. 

Johns-Manville, likewise one of the building supply 
companies, had a 13.5% “cushion” for the third quarter 
of 1943, when it reported nearly $2,800,000 less net be- 








* Net earnings after all normal charges excepting taxes. 


the ‘‘cushion’"’. 


(a) six months to June 30. (b) nine months to Sept. 30. 


Net Income Percent of 

Before Taxes* Taxes Paid Net After Taxes# “Cushion” 

943 1942 1943 1942 1943 1942 in 1943@ 
Air Reduction $4,763,114(d) $5,087,125 $2,943,919 $3,345,597 $1,819,195 $1,741,528 8.1% 
Bullard 4,246,608(a) 6,877,729 3,397,000 6,067,000 749,60 810,729 8.5% 
Clark Equipment 6,959,362(b) 10,481,705 5,744,000 9,250,000 1,005,919 1,231,705 5.5% 
Flintkote 965,976(c) 1,454,172 521,825 1,029,597 444,151 424575 17.0% 
General Cable 8,184,151(b) 12,402,303 6,575,000 10,605,000 1,609,150 1,797,302 5.4% 
Johns-Manville 4,487,495(d) 7,222,726 2,658,888 5,296,779 1,867,119 1,536,335 13.5% 
Pittsburgh Coal & Coke 777,224(b) 912,877 275,000 472,425 502,224 439,472 11.4% 
Ruberoid 457,738(d) 1,034,085 255,900 826,800 201,838 207,285 24.0% 
Timken Roller Bearing 26,305,725(b) 31,703,955 20,136,700 25,917,000 6,168,525 5,786,965 8.8% 
Western Auto Supply 1,070,961 (d) 1,103,642 508,167 633,655 62,794 469,987 10.1% 


+ From the net after taxes, all postwar, refunds are excluded on the credit side and all contingent charges on the debit; such items are 
really surplus credits or debits and not a true part of income, or charges against it. 

@ This item represents the difference between the percentage of net income paid in taxes in 1943 as deducted from the percentage 
paid in 1942; in most cases the “cushion” resulted from a large decline in excess profits tax payments. See text for further explanation of 


(c) twelve weeks to October 9. (d) three months to Sept. 30. 
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fore depreciation and depletion, over 32,600,000 less 
taxes, but a larger net after taxes. Excluding various 
items which might be considered as surplus charges or 
credits, the net figures arrived at for this study indi- 
cated that 60.09% of net was paid for taxes in the 1943 
quarter against 73.5% in the 1942 period, leaving a 
13.5% “cushion.” The Johns-Manville figures for the 
nine months to September go, 1943. show net betore 
taxes nearly $4,600,000 under the same period of 1442. 
with taxes more than $5,400,000 less in the 1943 than 
the 1942 nine months, with resulting net income of 
$5.475.528 for 1943 and $4,605,135 for 1942. 

The smaller companies also figured in the same way. 
Thus Pittsburgh Coal & Coke paid out 40.59% of its net 
earnings for the 1943 tax in the nine months to Sep- 
tember 30 against 51.9°% for the 1g42 period, with the 
“cushion” 11.4%. 

The figures on Western Auto Supply are included 
with the others, but as net income for the three months 
to September 30, 1943, was practically the same as in 
the year before, the decrease of $125,000 in taxes must 
have some other explanation than that of much less 
paid out for excess profits taxes. The 1943 taxes were 
47-30 Of net against 57.49% in 1942, making the “cush- 
ion” 10.1% 


Timken's Case Typical 


Timken Roller Bearing had nearly $5,400,000 smaller 
pre-tax net income in the nine months to September go, 
1943, than the year before, but had a net after taxes 
nearly $400,000 larger. In this instance, the report shows 
that this was directly due to smaller excess profits taxes. 
In the 1943 period, from net income of $26,305,725, 
income taxes of $2,903,700 and excess profits taxes of 
$17,233,000 were deducted. In the 1942 period, the pre- 
tax net income was $31,703,905, the normal and surtax 
$2,917,000 and the excess profits tax $23,000,000. Using 
the company’s report which had a_ post-war credit of 
$1,723,300 for 1943, and contingent reserves of $2,979,- 
800 for 1943 and $1,000,000 for 1942, the net income 
was $4,912,525 for 1943 and $4,786,965 for 1942. With 
the post-war credit and the contingent reserve eliminated, 
the figures would be $6,168,525 net after taxes in 1943 
and $5,786,965 in the 1942 period. The percentage paid 
in taxes in 1943 Was 76.494 and in 1942 was 82.2% 
leaving a “cushion” of 8.8°%. 

Bullard Co. is one of the leaders in the machine tool 
business. In the six months to June 30, 1943, its pre-tax 
net income declined more than $2,600,000 from the same 
period of 1942, but its net after taxes was more than 
$300,000 larger than that of the same period in 1942, as 
set up in the company’s report, which included $3712,- 
goo in credits in the 1943 report; final net earnings 
figures were $1,161,908 against $810,729 for the 1942 
period. With the credits left out, the 1943 net after 
taxes would be $749,608. In the 1943 period, 80% of 
net earnings had been paid in taxes against 88.5°% in 
1942, a “cushion” of 8.5°%. 

The Clark Equipment Co., for the nine months to 
September 30, 1943, had more than $3,500,000 decline 
in the net income before taxes. In the 1943 period, the 
normal and surtax payments came to $432,000 and the 
excess profits tax to $5,312,000. The two items were not 
separted in the report for the 1942 period which showed 
$9,250,000 total tax deductions. The company’s report 
showed final net for the 1943 period of $1,642,641 
against $1,231,705 in 1942, but in the 1943 figures were 
$636,722 credits for refunds. With them out, the net 
DECEMBER 


TT, 1943 


actually earned after taxes was $1,005,919. ‘The company 
paid 82.6% of its net as taxes in 1943 against 88.1'¢ in 
1g42, with the “cushion” 5.5%- 

General Cable in the nine months to September 30, 
1943, had a drop of over 54,200,000 in net betore taxes 
but net after taxes was only $188,000 less. The tax bill 
was more than $4,000,000 less this year than last. The 
company paid 80.19% of available net income for taxes in 
1943 against 85.5%, in 1942, a “cushion” of 5.4%. 

The Air Reduction net for the three months to Sep 
tember 30, 1948. than in the same 
period of 1942, but net after taxes was $77,000 larger 
in 1943, a direct result of smaller taxes. The company 
paid 57.6°% of its earnings in taxes in the 1943 period 
against 65.7% in 1942, with 8.1°, “cushion.” 

A case which cannot be included in this list but is in 
a similar category is that of the Bigelow-Santord Carpet 
Co. which reported net both before taxes and alter taxes 
of $241,531 1n 1943 for the nine months to October 2, 
stating that no provision had been made for taxes this 
vear as it was expected that refunds on previous year’s 
taxes would exceed any tax liability for the current 
period. In the similar period of 1942, the company had 
net before taxes of $3,485,282, normal and surtax pay- 
ments of $750,000 and excess profits taxes of $1,425,000, 
leaving $1,310,282 net after taxes (before a contingency 
reserve Of $250,000). In this case, the net before taxes 
was $3,243,000 less than in 1942 but the net after taxes 
only $1,169,000 less. 

In examining these reports for companies showing this 
“cushion,” Crucible Steel at first glance seemed to belong 
among them. For the quarter ending September 30, 1943, 
the net before taxes of $8,229,525 was $2,657,000 below 
that of the year before and the net after taxes was only 
5268,000 down, but on figuring out the percentage 
paid in taxes for each of — (Please turn to page 262) 


was 532 4,000. less 





A home being insulated with Johns-Manviile equipment for 
summer comfort in winter. 
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By E. K. T. 


Temper of Congress on the subject of organized labor 
was never better illustrated than when the House wrote 
a “rider” into the Revenue Act requiring unions to sub- 
mit annual financial statements. Before both houses 
several times before, this demand has been rejected with 
little formality in the past. The language of the House 





Washington Sees: 


Almost lost in the welter of diplomatic rumor, 
second front and other European sector talk, 
is the fact that the important War in the Pa- 
cific is moving with unexpected speed toward 
the objective of repaying, in kind, the only 
Axis for who has pulled down the Stars and 
Stripes. 

Washington military men are saying that the 
American assaults on Japanese-held Makin and 
Tarawa may be regarded as preliminary moves 
toward reconquest of the Philippines. General 
MacArthur's campaigns in New Guinea are 
taking him toward the Philippines and the sur- 
vivors of Bataan. 


Every move from the Aleutians down along 
the huge arc reaching clear to Australia, is but 
a part of the joint Army-Navy strategy for re- 
capture of the Philippines in the shortest possible 
order. To MacArthur, reconquest is a matter 
of personal honor. Above all that, the recap- 
ture would destroy Japan's sea routes to the 
Southwest Pacific, French Indo-China, and 
Burma. Only a glance at the map is necessary 
to establish the importance of the move. 


The military high command has never un- 
derestimated the importance of the Philippines, 
although the public has lacked the information 
for true appraisal. It won't be easy—heavily 
tortified Truk blocks the main line; but the prog- 
ress in recent weeks is cheering top men of the 
military services. 



























bill was not revelatory, to be sure, but a few voted with- 
out knowing its implications. 


Back to the Farm movement, spurred by Selective Ser- 
vice deferments for farmers and by inflation threats, is 
worrying the Department of Agriculture on practical 
grounds, namely, that tillage may fall into untrained, 
unsuited hands, sink economically. The cure is planned 
in the form of legislation, a bill to cure farm land specu- 
lation by assessing heavy capital gains tax on resales. 


Good Neighbor relationship between the Americas has 
suffered permanently by Senator Butler’s castigating re- 
view of United States policy following his rapid tour 
of the republics to the South, where he went to call on 
fellow Rotarians. Whether pouring of money into what 
Butler termed “New Deal Boondoggle” was a good in- 
vestment remains to be seen. Only evidence at this point 
is that 19 of the 20 republics there have broken with the 
Axis and opened their resource chests to us, 13 actually 
have declared war on our enemies. 


Dividing Issues, which are naturally related, are cloud: 
ing Congress’ view of the overall inflation picture. The 
two-billion dollar tax bill, anti-subsidy move, and rail- 
road wage problem were separately regarded in both 
Houses. Yet, defeat of subsidy means higher farm prices, 
overriding Vinson on rail wages means increased pay 
all along the line, and the amount of taxes proposed to 
be collected under the new Revenue Act holds no threat 
to the march of inflation. 
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Air Supremacy by the United States is proved not in 
Statistics but in performance in the Pacific. Conquest 
of Gilbert Islands, air experts say, demonstrated the fun- 
damental weakness of Nippon. Japan has always been 
qualitatively inferior — witness the 5-to-1 box score 
chalked up by Yankee fliers. The Islands conquest, made 
when Tokyo had its blue chips down and would drain 
every possible source of supply, established the quanti- 
tative superiority. This augurs will for the forthcom- 
ing major campaign in the Pacific during which the 
Navy is expected to provide the principal fireworks. With 
Japanese air power, inferior or inept, it would not sur- 
prise to see the Navy back in the Philippines in a year 
hence. 
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. Enactment of the Connally resolution on post-war international 
relationships dealt the first serious blow to the Wendell Willkie 
boom. Solidly supported by republicans, it went far to thin the coming 
campaign to domestic issues. 

Until now, Fourth Term engineers have been pointing to the 
GOP as the party of isolationism; warning that the peace can be 
lost after the war is won, unless better relations are promoted among 
the Allies. Obsequies for republican isolationism were planned at 
Mackinac Island, performed in Congress. 

The Grand Old Party, if forced to present a candidate who 
could meet FDR on anything resembling equal plane in the field of 
international relationships, could not pass over Willkie. The field 
was his on that score; he boasted the decision was his and he was right 
-- until the Connally resolution intervened. 



































Republican gains in the November election actually were not the party's 
most important advances in recent months. The Administration has been suffering 
from what is tantamount to votes of "no confidence." Congress junked the Administra- 
tion tax bill; wage increases for the rail brotherhoods set leading New Dealers in con- 
flict with the Vinson Office. 


Regardless of what President Roosevelt may do to reinstate his food sub- 
sidy program (and it may be marked down right here that he will do something) the 
resounding thwack given the idea by the House will have disturbing effect upon his 
political fortunes. 


All of which is by way of saying the Republicans are at political rip-tide, 
possibly in the best political shape they have been in a dozen years; but, in 
the opinion of the Capital's best analysts, still able to kick over the applecart 
—and, if history repeats, likely to do so. 



































Selective Service System passed its third anniversary November 27 with 
Congress still going through the motions of "saving" pre-Pearl Harbor fathers from 
military service and local draft boards all over the country drafting registrants of 
that category into uniform. 











Congress did not attempt a prohibition against inducting fathers. There was 
no one on Capitol Hill who claimed Selective Service could continue on that basis. 
There was no genuineness in the Congressional campaign and it was ignored by 
Selective Service Headquarters and the local boards. The lawmakers interest proved 
strictly "professional." 

Failure of the WAC-WAVE recruiting drive was one of the reasons why the 
the bin of eligibles had to be scraped. The WAC alone was 53,000 enlistments short 
of what was originally thought to be an easily attainable goal. These women intended 
to replace men for combat service. 


And this comes at a time when the War Department is having trouble recruit- 
ing needed civilian employees. The Byrd Committee announcement of a drive to lop 
100,000 jobs off the Department payroll broke into print the same day that Depart- 
ment released, nationwide, its appeal for qualified persons to come here. The re- 
sults were as expected, one announcement neutralizing the other. 
































Dollar-a-year men will come back into notice shortly with a one-man cam- 
paign by Rep. John M. Coffee, “liberal bloc" leader, spotlighting the costs of 
maintaining experts who receive no pay envelopes. 











Coffee wants names and amounts paid to all dollar-a-year men madé public 
(they receive, in addition to their $1, costs of travel, and some other statutorily 
determined reimbursements.) Not only what the government pays them, but also what 
private business contributes are topics for the Coffee probe. 


















Agencies which make use of these experts have blundered from the beginning, 
still are . Instead of making public names of all dollar-a-year assistants, they 
have hidden the facts, allowed an impression to go abroad that something is wrong, 
something can't stand the light of day. The inference can't be escaped; hasn't 
been. it i : 

Including experts who are paid on a per diem basis an actually on duty, 
at least 2,500 men in Washington government offices are not on a regular payroll. 
Rep. Coffee says he's looking only for facts, but give-away was his comment: "Many of 
them aren't worth $1 a year." 

Appointment by Gov. Charles Edison of Arthur Walsh, social and business 
associate, to be U. S. Senator from New Jersey was a serious blow to Leon Hender- 
son, former 0 P A chief, who tought he had the job "cinched." "I was told I was the 
only candidate who could unify all groups," Henderson moaned. 

Walsh is perhaps the only U. S. Senator who got his job because he can play 
a fiddle. Thomas A. Edison liked Walsh's playing, felt relaxed under the strains 
of the young man's music, gave him a job in Edison industries to have him handy. 

The great inventor's son, who was destined to become Governor of New Jersey, 
4s @ pianist and organist. Charles Edison and Walsh often got together for boogie- 
woogie (1915 version), grew up together, advanced together in the Edison corpora- 
tions. Opportunity presenting itself to pass out areal political plun, Edison gave it 
to his fellow instrumentalist. 

War contract terminations have moved far beyond the discussion stage, are 
taking on accelerated speed. To date, terminations are pushing toward the 10.000 
mark, involving in excess of Six billion dollars. 

Against a prospective total war budget of three hundred billion dollars, 
conservative estimates of contracts that will be terminated aggregate seventy five 
billion dollars. After World War I, contracts were promptly terminated and in- 
dustry left to grope its way back to peacetime operation. 

Basis of tearing up war contracts by mutual consent, when the current con- 
flict ends seems agreed upon in legislative circles as this: First, an immediate 
and substantial cash payment in liquidation of damages and discharge of accrued- 
liabilities; Second, final settlement within weeks, or within two or three months 
at the outside. 

The big shock to production and employment will come within the first few 
months after defeat of Germany, not after end of the war with Japan. Army experts 
believe that war production could be cut back by anywhere from 50 to 80 per cent very 
quickly—if the decision was based solely on military needs. Thus, the toughest part 
of the transition crisis may well develop within the second half of the new year. 

But can you imagine the Administration planning for a tailspin in employ- 
ment on the eve of the presidential election? Assuming the European war is over by 
summer, war production will be cut back substantially but not by as muchas the military 
situation would justify. It will be easy to make a case for continuing billions’ 
of war production in the interest of orderly transition. Besides, the Administra- 
- tion's calculation of military supply needs--whether or not on the high side-- could 
40t be successfully challenged. 

Once Germany is defeated, Washington will put major emphasis on getting 
production of civilian durable goods started as rapidly as possible. The end of the 
‘war with Japan probably will come at a time when civilian production has been restored 
to a high level and thus should involve far less economic dislocation and readjustment 
than that.following collapse of Germany. 

It may actually be possible to take care of Japan predominantly with equip- 
ment and supplies previously accumulated. In any event, the problem will be far 
more one of transportation and bases than of production. 
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The Question : Major or Minor Decline in Business 
Activity in the First One to Two Years of Peace? 








OR the first year or two of adjustment 
ater the war, and I consider this period 
io commence with the termination of the 
furopean phase, a decline in business ap- 
pears inevitable in my opinion. One of 
lhe main reasons, as I see it, is the lack of 
h central economic policy despite the 
keming nearness of that important turn 
in the road ahead. It will mark the be- 
kinning of a most crucial period; its han- 
ling will largely govern the degree of 
huccess we shall have in establishing quick- 
ya sound economy when the global war 
s over. 

Most observers are in wholehearted 
lreement that the post-war outlook for 
industry is good, that the level of activity 
ould remain relatively high but few have offered con- 
mete ideas just where large numbers of demobilized sol- 
liers and discharged workers from strictly war industries 
re to find jobs. Unemployment looms as the principal 
post-war problem and is universally recognized as such. 
he most formidable barrier to overcoming it is the ab- 
ence of a precise national policy for maintaining employ- 
nent and production; while such a policy will eventually 
volve, I fear it will only be after a painful delay. 
Germany's collapse, now foreseen by mid-1944, will 
ntensify rather than diminish the adjustment task since 
lainly we are not ready for it. When the last shot has 
en fired in Europe, some 5 million workers will be sla- 
ed for release from war plants, some 2 million troops 
or discharge from service, according to current esti- 
lates. War spending is expected to drop to some $5 
illion monthly, against $8 billion currently, and will 
adually tend even lower since existing immense stock- 
piles of war materials and supplies will enable us to wage 
‘ar against Japan with a relatively small part-time effort 
industry. If Japan is defeated in 1945, spending for 



















DECEMBER 11, 1943 


"Nose Dive" 
says 
J. C. Clifford 





war is expected to drop to $3.5 a month by 
the end of 1945, and thereafter should 
quickly decline further to between $1.5 
and $2 billion a month, approaching the 
probable post-war level of Government 
expenditures. ; 

In other words, we are faced, during 
the first year of partial reconversion, with 
the task of absorbing some 7 million men 
into private, that is non-war employment, 
and of reconverting at a pace that would 
compensate in large measure for a drop in 
war spending of some $36 billion, possibly 
as much as $50 billion annually. Can it 
be done? I seriously doubt it. 

Both problems are closely interrelated; 
they center on the speed of reconversion 
and the ability of industry to find outlets for its prod- 
ucts. As to the former, we must, first of all perhaps, con- 
sider not so much technical reconversion problems but 
the atmosphere in which the change-over is taking place. 
It will in the first instance be an atmosphere of great 
uncertainty which in itself will tend to delay. Impor- 
tant questions, as yet unsettled, will suddenly be pressed 
for decision. They include contract termination, dispo- 
sition of Government plants and facilities, disposition of 
surpluses, continuation of business and materials con- 
trols, dismissal pay to war workers and taxation. None 
of them are self-answering, rather they promise to create 
a maze of individual problems and intensification of 
doubts which may well severely hinder smooth recon- 
version even on a partial basis. And while Government 
and industry are endeavoring to work out solutions in 
advance, this in many cases cannot be done until the 
problem becomes acute, when prompt action is needed. 

As reconversion proceeds, revived civilian production 
will benefit by the stimulus of pent-up demand in many 
fields but it will be at best a gradual and limited resur- 
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gence, subject to numerous controls; most importantly 
perhaps the revival will be a barometer of confidence. 
With demobilization and its resultant severe dislocations 
impressed on the public mind, consumer demand in my 
opinion is not likely to be very exuberant at first but 
rather restricted to necessities. With full demobilization 
and reconversion yet to come, how can confidence abound 
unless policies are instituted now which will remove any 
vestige of doubt about our readiness and ability to as- 
sure full employment? Such policies are not yet in sight. 

Even ignoring this factor and assuming a substantial 
buying wave, revival of consumer goods demand alone 
is hardly enough to offset the drop in war spending, and 
reconversion in heavy industries will be slow, with few 
exceptions. Revival of building construction, our best 
bet for post-war prosperity, will be equally slow in get- 
ting under way on anything like a sufficiently large 
scale to carry real weight. Here, too, the confidence 
factor will be found paramount and expectation of bet- 
ter building bargains later may also retard. Nor can 
we expect, during that interim period, a quick and large 
flow of private investment into industrial channels to 
cushion the impact of partial demobilization and recon- 
version; rather, new capital investment will not be un- 
dertaken until after the end of the global war when the 
outlook should be much clearer. This stresses the gen- 
eral psychological handicap which is likely to character- 


ize the entire period under discussion; the fact that it js 
an interim period, a bridge between peace and war, a 
period when the outlook while clearing will still be suf. 
ficiently obscure, in many respects, to hinder free de. 
ployment of our resources for peace. It is, in the las 
analysis, a period of preparation and not of all-out ac 
tion. To assume that at the same time we can also cope 
successfully with the tremendous social problems that 
arise, and compound the whole into a business boom, js 
rampant optimism. 

Most official circles are resigned to see considerable 
unemployment; how great it will be is uncertain. Esti. 
mates have run as high as 14 million after full demo. 
bilization, though there may be only about 3.5 million 
unemployed during the first reconversion year. But even 
then, will existing liquid savings be spent promptly to 
fill the gap? I greatly doubt it. Rather I anticipate that 
the general economic indigestion will be such as to 
require aggressive Government measures to offset its 
severe deflationary effect. In turn, this spells continu. 
ance of high taxes, of far-reaching Government con. 
trols to sustain a measure of economic balance. But no 
amount of Government subsidy will make up for the 
drop in national income. It will however necessitate a 
post-war budget of some $30 billion, affording little hope 
for an early tax decline. Such an atmosphere is hardly 
conducive to business expan- (Continued on page 26:) 





; will, of course, be a substantial 


decline in industrial production and in _— twelve months after collapse of Ger- 
employment in the early post-war transi- y many—more war production will be taken] 
tion period, beginning soon after the de- Ward Gates out of the Reserve Board production 


feat of Germany. 

On that statement of fact a pessimist 
can easily go on to paint a very black pic- 
ture. In this case the difference between 
the pessimist and the optimist is mainly 
one of psychological perspective. The 
pessimist emphasizes how much must be 
given up; the optimist emphasizes how 
much will be kept. I am not splitting 
hairs or playing on words. A rational 
perspective is essential to clear thinking. 

We are now using up vast quantities 
of materials and employing many millions 
of people in production for war. This production of 
itself does not add to our wealth nor raise our living 
standard. In an economic sense it is sheer waste. More- 
over, we have paid for a goodly proportion of this war 
production by, in effect, printing money. We can “get 
away” with this completely abnormal condition only 
for a limited period. Obviously, permanent war produc- 
tion on the present scale would in due time drastically 
lower our living standard and wreck our monetary sys- 
tem. Obviously, today’s dollars—in greatly swollen total 
—can be kept “good” only if we switch as soon as 
possible from uneconomic production to economic pro- 
duction. 

As a nation we can lose nothing of economic value 
by cutting down war production; only when we do cut 
war production can we increase the present abnormally 
low production of goods and services for civilians; and 
only when we increase this economic production can we 
have a condition that could accurately be called either 
“normal” or “prosperous.” 

It is clear that in the readjustment period—which will 
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"Moderate Slump" 





be most difficult during the first six to 


index than can be replaced by increased 
non-war production. Therefore employ: 
ment must decline. Also total man- 
hours of work must decline more than 
will the number of individual jobs, be 
cause it takes less man-hours of labor for 
civilian production than for the intricate 
mechanisms of war. 

But here, too, there is a question of per: 
spective. Today we have an abnormal, 
inflated employment situation. There are 
approximately 62,000,000 persons gainful- 
ly occupied or in the armed forces. This 
is about 56 per cent of all persons over 10 years of age. In 
192g—certainly a prosperity year in which the Reserve 
Board index (1935-1939 = 100) averaged 110—the per: 
centage of gainfully occupied persons was 49.6. In 1927 
it averaged about 44 per cent; and although the produc 
tion index attained a level as high as 121, or 21 per cent 
above the base or “normal” period, unemployment at no 





time fell below 4,500,000 persons; and for the better part 
of the 1936-1937 business expansion cycle it averaged 
closer to 7,000,000 persons. 

There is some reason for a suspicion that the entrance 
of government into the business of unemployment relie! 
and unemployment insurance in a big way has tended 
to give an artificial inflation to the unemployment fig 
ures. Until the war opened up better opportunities, It 
had—to the writer’s personal knowledge—become routine 
for many people who never before sought jobs to get 
and hold employment only long enough to qualify for 
the specified number of weeks of unemployment com: 
pensation. 

As a long term matter, it seems logical to figure that 
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the ratio of employed people to the total population 
should gradually decline rather than increase, for in a 
high and advancing material civilization there is less 
necessity than formerly for married women, vouths and 
the elderly to work. At any rate, the evidence (see 1937) 
is that if we can employ 44 to 46 per cent of the popula- 
tion we will have a condition which, though not “full 
employment” as the dreamers conceive the term, is cer- 
tainly not incompatible with a high level of production 
and trade as judged by “normal” standards, though not 
by today’s absurdly inflated standards. 

The nation does not “owe” permanent war-plant jobs 
at fancy pay, or any other kind of jobs, to housewives, 
school-age children and others who are not any real part 
of the normal labor force available. Assuming defeat of 
Germany by next summer, if in the first year thereafter 
we employ as high a ratio of the population as in 1937, 
that would be less than 51,000,000 people, against some 
62,000,000 now employed, or the “disemployment” of 
around 11,000,000. The highest estimates of the normal 
labor force to be available after the war put it at 56,- 
000,000. Thus, if we had literally full employment of 
the prospective labor force after the war, that would rep- 
resent a shrinkage of 6,000,000 in present employment. 

In the opposing argument, which I have read in ad- 
vance, Mr. Clifford does not exaggerate the probable 
statistics of unemployment in the adjustment period— 
if anything, he understates them—but I contend that he 
greatly exaggerates the significance of the coming read- 
justment in employment so far as it relates to normal 
business activity. 

It will be agreed that the most enduring gain—the 
only gain in real wealth—brought about by the war 
effort is that represented by great enlargement of pro- 
ducing resources and remarkable advance in producing 
techniques. As with the Civil War and the First World 
War, our “economic base” has been lifted. In time, 
something less than “full” utilization of these resources 
will mean a business activity far higher than ever be- 
fore known in peace. But this, of course, is looking quite 
a bit ahead. What can we bank on in the first one to 
two years after the end of the European hostilities? 


Favorable Factors 


(1) It is to be doubted that war production will be cut 
as rapidly as some of today’s more gloomy comment 
seems to imply. It will be tapered off over a period of 
months—deliberately so in the interest of avoiding an 
unduly sudden economic tailspin. 

(2) For the two years of peace or part-peace here dis- 
cussed, war spending—however reduced from the peak— 
will still be very large.as compared with pre-war Federal 
spending; probably, at a minimum, over five times great- 
er than the largest annual rate of New Deal “pump prim- 
ing” of the 1935-1937 period. Even after defeat of Japan, 
we are not going to junk our huge Navy or go back to a 
pint-sized Army. 

(3) Huge deferred needs for consumer durables— 
headed by automobiles and homes—will have accumu- 
lated. There is no question in my mind about this de- 
mand or the liquid savings that will be available to 
finance it. Certainly for the first year of peace in Europe, 
demand for consumer “hard” goods will greatly exceed 
supply; and this probably will be true of the second year 
also in the case of the two most important types of dura- 
bles: namely, automobiles and homes. This would be 
true even if there were little cashing in of savings and 
employment were 10,000,000 less than now. In short, the 
problem here for the early peace period will be one of 
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The End of a Day's Work 


supply, not demand. You can bank on the Government 
moving heaven and earth to expedite reconversion and 
the most rapid possible expansion in output of consumer 
durable goods simultaneously with the tapering off in 
war production—present surface indications of “plan- 
lessness” to the contrary notwithstanding. And you can 
bank on industrial management coming through with 
marvels of reconversion speed. I don’t accept the loose 
suggestion that the technical and physical and govern- 
mental difficulties will be greater than were those in- 
volved in the conversion to war production. The exact 
contrary will be true. 

(4) With minimum allowance for foreign relief and 
paid-for exports during this early peace period, I can 
not envision any significant decline in demand for food, 
clothing and other “soft” goods. I hold that, in the in- 
terest of civilian business activity, personal income taxes 
—especially in the lower brackets—will be reduced at 
least to some extent quite promptly. Against reduced 
spending by present war workers, we must allow for in- 
creased spending by a considerably larger number of in- 
dividuals who are now “set” in their jobs and who are 
now spending less than normally, partly due to higher 
taxes but also due to patriotic compliance with the Gov- 
ernment’s anti-inflation objectives. 

To sum up: If (1) there is continued high demand for 
“soft,” or consumption, goods throughout the transi- 
tional period; and if (2) demand for consumers durable 
goods exceeds supply; and if (3) war—or defense—spend- 
ing for those two years averages $25 billion a year (con- 
siderably less than a third of the present figure)—where 
is the depression to come from? 

Instead of asking how much production will come 
down from the war high, I think it far more realistic to 
ask: How much above the pre-war average will business 
activity be? At the lowest point, I venture to hold, 
business activity will be at least 3o per cent larger than 
the 1935-1939 average; and that average business activity 
for the two-year period following termination of war in 
Europe will probably be 60 to 70 per cent higher than 
that of 1935-1939. 

The most truly basic problems that we shall eventually 
have to be concerned with are not those of the post-war 
transitional phase nor of the subsequent “catching up” 
expansion period—but what is going to happen after the 
period of abnormally large demands has run its course. 
The present basis for confident optimism as to that is 
far less strong than the existing basis for reasoned bull- 
ishness on the first two years of peace. 
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Nou-Wanr Companies Nou Paying 
Large Eucesd Proféd Taxes 


BY ROGER 


Tue accompanying table presents a diversified list of 
companies which seem likely to prosper in the post-war 
era. All of these companies are now paying large excess 
profits taxes in addition to normal and surtaxes. Good- 
rich, for example, is paying EPT of $19.60 per share, 
which leaves only $5.72 for the stockholders. 

Business men are hopeful that after the war Congress 
will repeal the excess profits tax as early as possible. Cer- 
tainly it will be first corporate tax to be changed. How- 
ever, this would not mean a complete saving of the 
amount now paid in excess profits taxes, for the normal 
tax would still apply to the balance on which EPT are 
now paid, and hence only about half the amount would 
be saved. (The present EPT rate is go%, less g% _post- 
war credit or current refund, compared with 40% for in- 
come and surtaxes. In the table the price-earnings 
ratios are shown both for actual 1942 earnings and for 
those earnings plus a saving of one-half the EPT. We 
comment as follows on the common stocks of these com- 
panies: 

Celanese is a “leverage” issue because of the large 
amount of bonded debt and the three preferred stock 
issues ahead of the common. Dividend payments have 
been conservative, since the company has been engaged 
in an expansion program. As the leading producer of 
acetate yarn, the company has shared in the rapid growth 
of the rayon industry. It owns sole rights in America 
for use of the Dreyfus patents for cellulose acetate prod- 
ucts including rayon, lacquers and varnishes. In addi- 
tion to its huge output of rayon yarns, woven fabrics 
and staple fibre the company produces various chemicals 
and plastics, transparent wrapping paper, fabricated 
products, etc. Dr. Camille Dreyfus, the President, in 
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commenting recently on experiments in the synthetic 
rubber field, stated: 

“In a pilot plant, specially built for this purpose by 
your company, butadiene of great purity. and lower cost 
has been produced by an improved process which is dif- 
ferent from any of the butadiene production processes 
now sponsored by the Government. This celanese buta- 
diene, processed into synthetic rubber, has been made 
into automobile and truck tires which have been under- 
going extensive road tests all over the United States, 
which indicate that performance of these tires equals 
that of tires of natural rubber.” While the company’s 
earnings showed a decline in the 12 months ended Sep- 
tember goth, this was largely accounted for by a special 
contingency reserve. 

American Viscose’ record somewhat parallels that of 
Celanese, though the stock has less leverage. The com- 
pany has financed a $65,000,000 expansion program since 
1936 from earnings. It is the largest producer in its 
branch of the rayon industry, its viscose rayon yarns and 
fibre being used in the manufacture of numerous textile 
products—wearing apparel, draperies, upholstery, blan- 
kets, auto fabrics, etc. In 1942, the company sold 207,- 
700,000 pounds of yarn and fibre, or one-third the 
amount consumed in the United States. While sales have 
doubled as compared with the average of 1931-5, share 
earnings have remained irregular due to declining profit 
margins, increased taxes, etc. Earnings for 1943 are ex- 
pected to be around $3.40, a modest gain over last year. 
Plant is still being expanded and output is expected to 
show further gains in 1944. Further growth in the use 
of rayons is foreseen in the post-war period. 

Bond Stores has enjoyed a rapid growth, sales having 
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about quadrupled in the past decade and further growth 
appears likely now that women’s departments are being 
added to the stores. Sales (for cash or on a budget pay- 
ment plan) are made through 59 stores spread widely 
over the country; the Broadway (New York) store ap- 
proaches department store size. Earnings have remained 
steady in recent years despite the inroads of taxes. Capi- 
talization is conservative, expansion having been financed 
largely through earnings. The company should benefit 
in the post-war period by sales of clothing to demobilized 
troops. Inventories still appear to be ample, the Govern- 
ment having relased more wool for civilian use. ‘There 
might, however, be some risk of inventory losses in any 
post-war period of declining prices, since the company 
operates on a six months’ turnover basis. Earnings for 
the current year are estimated around $3.00 or $3.25 per 
share. Sales lagged behind 1942 in earlier months, but 
October showed a jump of 29%, reducing the 10 months’ 
decline to 2.5%. 

B. F. Goodrich is fourth in size in the industry, but has 
better-than-average diversification, about 40% of reven- 
ues being obtained from mechanical rubber goods and 
footwear, while tire sales are about equally divided be- 
tween original equipment and replacements. “Che com- 
pany is operating three synthetic rubber plants with a 
rated capacity of 165,000 tons a vear, under Government 
control, and also a $35,000,000 Government-owned shell- 
loading plant. While the company borrowed about 
$50,000,000 (V-Loan) to finance its war business, the 
financial situation remains good with a current ratio of 
nearly 3 to 1. Federal taxes «re very large—excess profits 
taxes alone amounting to $19.60 a share. Earnings may 
also be affected by renegotiation of contracts. As indi- 
cated in the table, the stock is selling on a conservative 
ratio to earnings, particularly if the heavw EP'T burden 
is removed. In the post-war period the use of synthetic 
rubber should help to stabilize profits, which in’ some 
past periods have fluctuated sharply with changes in the 
price of crude rubber. 

Pepsi-Cola has had a dramatic growth record. sales 
nearly quadrupling in the period 1937-41. Shave earnings 
jumped from 80 cents in 1936 to $4.93 in 1941, but due 
to a sharp gain in taxes, dropped to $3.31 last vear and 
an estimated $3.50 for 1943. Despite keen competition, 
the company is considered to have good prospects for 
further growth in the post-war period. It has been handi- 
capped currently by the shortage of crowns and bottles, 
as well as sugar allotments, but on the other hand has 
been aided by quota-tree sales to the military areas. 

National Dairy Products has moderate leverage due to 
the $64,416,000 funded debt, but 


from 50 cents in 1933 to the present $1.60 rate. “The cur- 
rent yield on the stock is about 6.4%. 

Peoples Gas Light & Coke is one of the few utility 
companies to show any substantial gain in share earnings 
in the past decade. Despite payment of over $23,000,000 
in taxes last year, compared with less than $8,000,000 in 
1935, Share earnings increased from $1.52 in the latter 
year to $6.10 in 1942. Earnings now seem fairly well 
stabilized around the $6.00 level, with $4.00 paid in divi- 
dends. After adjustment for possible cancellation ol 
excess profits taxes in later years, the price earnings ratio 
works out at about 6. 

Consolidated Natural Gas is a newcomer to the Big 
Board, the stock being currently traded on a “when dis- 
tributed” basis. ‘The company is a holding company 
controlling four retail gas distributing companies and 
one wholesale company, all formerly controlled by Stand- 
ard Oil of New Jersey. (Ihe stock is being distributed 
by Standard to its own stockholders December 15th.) The 
company’s accounts are on a conservative basis, since the 
Standard Oil management did not follow a policy of 
“write-ups,” but on the contrary charged some plant costs 
to operating expenses. Several rate cases are pending, 
one of which might have some adverse effects on earnings 
if decided unfavorably, but this would be largely ab- 
sorbed by excess profits taxes in any event, it is estimated. 
The company is supplementing its subsidiaries’ gas re- 
serves by arranging to tap the new pipeline connecting 
with the Texas gas fields (this line has been approved 
by the Government and will probably be built in 1944). 
The management is expected to be fairly liberal with 
dividends, including year-end extras. 

General Foods is a leading factor in the packaging 
of quality foods, manufactured from a wide range raw 
materials, and merchandises over eighty separate lines 
olf branded goods. ‘The company operates some 65 do- 
mestic plants and has others in Canada. Production of 
patented Birds Eye Frosted Foods, well known to every 
housewile, is growing rapidly with distribution aided 
by over 20,000 retail grocery outlets. Earnings for the 
war period will continue to be adversely affected by high 
taxes but the longer term outlook favors gradually rising 
profits in line with the expected expansion of markets 
for the company’s newer product. Output is affected by 
variations in consumer income but is under the long- 
term favorable influence of a steady trend towards pack- 
aged foods. Despite the tax factor, 1943 net should im- 
prove somewhat over last year’s $2.50 per share, assum- 
ing an equal contingency charge of 291% a share; if so, 

(Please turn to page 268) 





a strong working capital posi- 
tion is maintained. Earnings 
have remained relatively stable 
and due to the conservative divi- 
dend policy (80 cents or about 
40% of earnings), the stock is 
considered to be of semi-invest- 
caliber. 


Celanese Corp. 
American Viscose 
Bond Stores 

B. F. Goodrich 


9 
ment ber. 1941 and nite Life Savers 
share earnings were after heavy — pepsi-Cola 


General Foods 
Peoples Gas (Chicago) 
Cons. Natural Gas? 
Walgreen Co. 
National Dairy Prod. 


contingency charges for possible 
inventory declines. 

Walgreen has enjoyed rather 
steady growth in sales and net 
earnings; despite tax burdens, 
share earnings have gained in 
every year since 1938, last year’s 
figure of $2.27 exceeding that of 
1929. Dividends have increased 


Price Share Earn. EPT Earn. Price Earn. Ratio 
About 1942 per share Adj. 1942 Adj. 1942* 
31 $3.42 $5.94 $6.39 9.1 49 
42 3.20 6.07 6.23 13.2 6.8 
33 3.41 5.36 6.09 9.7 5.4 
37 5.72 19.60 15.52 6.5 2.4 
38 2.71 2.58 4.00 14.0 9.5 
46 3.30 3.02 4.81 13.0 9.6 
39 2.50 1.96 3.48 15.6 14.2 
56 6.10 6.65 9.42 9.2 6.0 
25 43.19 71.92 #4.15 47.9 46.0 
25 2.27 1.01 2.77 11.0 9.0 
19 1.96 1.30 2.61 9.7 7.3 


*Assuming that excess profits taxes are ended in the post-war era and that net savings (after deducting 
the income tax, about one-half the excess profits tax) can be credited. 
#Estimated 1943 earnings and taxes. 
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Investment Audit of Farm Equipments 
Which Stock is Best Buy? 


BY 


Recent official estimates that over nine million tons 
of food, chiefly from the United States, will be required 
for relief purposes within six months after the war ends 
serve to spotlight not only the huge task cut out for 
American agriculture but the potentialities of the farm 
machinery industry as well. For such a tremendous con- 
tribution to the urgent food needs of a war-weary world, 
superimposed on our own huge requirements, could not 
but be helpful to the makers of farm tools and imple- 
ments for which deferred demand is already large. ‘The 
latter, by the end of this year, is estimated at some $114 
billion or about two years output on basis of 1941 sales 
of $765 million. 

Farm machinery production, severely curtailed for 114 
years, is now being greatly stepped up. A new order 
effective July ist raised permissive over-all output to 
80% of 1940 levels, at the same time ending earlier at- 
tempts to concentrate production among a handful of 
smaller or medium sized companies. Thus far these 
steps, taken to attain the Government’s 1944 food goals, 
have not had the desired effect. Despite liberalization of 
restrictions, most companies were unable to advance out- 
put substantially owing to the slow flow of critical ma- 
terials and parts. Of late, however, the supply situation 
has eased measurably; steel is now moving readily into 
consumptive channels as are most other critical items 
required by the industry. Simultaneously, war work has 
been tapering off, what with numerous contract cancella- 
tions and cutbacks, so that the proportion of regular line 
output should henceforth increase steadily relative to 
war work. Quite possibly, the farm implement industry 
will be the first to be fully reconverted, directly mirror- 
ing official recognition of food as a military and political 
weapon. 

Apart from existing backlogs, the post-war outlook in- 
cludes additional promising features. Industry sales 
normally vary closely with farm income; during the past 
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decade the former ranged from about 2.2% of the latter 
in poor years to 5.4% in good years. With world-wide 
demand for foodstuffs likely to run high for at least sev- 
eral years, the prospective period of high industry ac- 
tivity should be proportionately lengthened. Further 
strengthening factors are (1) The long-term trend 
towards increased farm mechanization which should be 
greatly enhanced by the need for peak production in agri- 
culture, probability of continued high farm prices for 
several years and the improved financial status of farmers 
generally who were able, for lack of other spending out- 
lets, to reduce indebtedness materially. (2) The export 
potential. It is confidently expected that all occupied 
countries when liberated will be potential customers. 
South American markets will be expanded and there will 
be new markets in Africa, the South Pacific and the Near 
East. 

All but one of the principal farm implement com- 
panies experienced a moderate decline in 1942 profits, 
partly reflecting the changeover of much productive 
capacity to war work but also due to the rapid rise of the 
tax burden. With armament work more than offsetting 
the effect of restrictions on regular output, aggregate vol- 
ume this year is running ahead of last year’s but earn- 
ings may be slightly smaller, reflecting narrower oper- 
ating margins, except for companies with diversification 
in other fields such as Allis-Chalmers and Caterpillar 
Tractor. Where recessions are likely to occur, they should 
be nominal and the larger regular line business now pro- 
jected suggests an improving earnings trend next year. 

Armament output has been substantial but varied with 
conversion originally slow to get under way. In 1942, 
the share of International Harvester and Oliver Farm 
Equipment Co. was only 30% and 15% respectively. 
This year, the former’s mounted to probably two-thirds 
of total output, the latter’s to about 80%. But backlogs 
of ordnance work are now dropping sharply; in the case 
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of International Harvester, it currently stands at about 
$400 million against $700 million at the end of 1942. 

Reconversion, now under way, should not be too 
dificult but recognizing its indeterminate cost, most 
companies have built up sizable reserves from earnings 
and are well able to tackle it promptly. Liquidity is 
ronounced, due to progressive liquidation of the bulk 
of receivables which normally run large because of pre- 
dominance of instalment sales. 

Marketwise, shares of farm machinery makers have on 
the whole behaved better than the general run of in- 
dustrials, yet at the present juncture they appear mod- 
erately priced in relation to the nearby and longer term 
outlook. As a group, they have above average appeal, 
considering post-war earnings prospects but selectivity 
is nevertheless in order in considering commitments. 

International Harvester, leader in the field, is expect- 
ed to show net of around $3.25 per share for the fiscal 
year ending Oct. 31, 1943, compared with $4.95 for the 


tions to working capital which is approaching $100 
against $62.95 in 1937. Both financially and technically, 
the company is well prepared to take advantage of post- 
war opportunities. At the end of the last fiscal year, 
cash amounted to $39.83 million and marketable securi- 
ties to $22.78. Post-war reserves are $22 million, far in 
excess of probable requirements. Sales since 1936 al- 
most doubled, revealing a steady growth trend which 
should continue with return to normal operations. From 
the standpoint of a potential buyer, the common is per- 
haps the most attractive though dividend yield (4%) is 
presently small. But selling barely 10 times 1942 earn- 
ings, and 8 times 1937 net, existing market possibilities 
are obvious. 

Allis-Chalmers is second largest from the standpoint 
of total sales but third in respect to sales of agricultural 
machinery because its tractor and farm equipment divi- 
sion normally produce only 55% of total volume; the re- 
mainder consists of industrial machinery and electrical 


=~ preceding period, the effect of narrower margins on its equipment. 1943 earnings should be around $3.75 per 
"o. huge volume of armament work; next year’s results share against $3.34 for the preceding year, assuming simi- 
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should be considerably better. Foremost farm implement 
maker by a wide margin, the concern has the advantage 
of being fully integrated, operating its own steel mills, 
coke ovens, iron ore and coal mines. Few corporations 
possess the outstanding financial strength of this enter- 
prise. Working capital amounts to some $286 million 
whereof cash and marketable securities alone come to 
$161 million. Post-war reserves amount to $20 million; 
additional $22.11 million have been set aside against pos- 
sible losses on foreign investments. Harvester has the larg- 
est sales and research organization in the field and nor- 
mally is a heavy exporter with foreign sales averaging 


lar reserves as set aside for the latter period. Nine months 
net, subject to renegotiation, was reported as $3.48 per 
common versus $1.75 for the like preceding period. Be- 
cause of leverage provided by a relatively large overhead, 
future benefits of capacity demand should find particular 
expression in per share earnings. Statistically, the stock 
does not appear cheap. Dividend yield is only about 3% 
and currently, the equity sells at barely 10 times 1942 
earnings, and slightly more than 10 times indicated 1943 
net. In 1937 when sales were less than half of 1942 vol- 
ume, it reached a high of 8314; that year’s low of 34 is 
only a trifle above the present price of 3274. On basis of 











em about 25% of output. Development and perfection of a past demonstrated earning power and generally promis- 
N1C€ | mechanical cotton picker, to be introduced after the war, 1g prospects, the stock should work higher as normal 
S€V- Tshould lead to interesting possibilities. line output expands. The company’s EPT credit is the 
y Ps a * he ° ° - . 4 , 7 ’ . ae : . . ’ 
Pt World trade conditions after the war will have an im- highest of any of the four leading concerns in the 
end | portant bearing on strictly long range prospects but field. — ; 
+ ie the company’s leading position in the farm equipment In view of its large percentage of war work (80%), 
© Tirade and its prominent place among truck makers J. I. Case may be somewhat slower in reconverting than 
1. should assure it its share in available business which most others. While volume this year should be well 
 XOF [promises to run quite large for a considerable span. On maintained, earnings are expected to fall below last 
nc basis of dividend yield, currently about 4%, the common year’s $9.34 per share owing to narrower margins and 
oi has little appeal, and selling about 13.4 times 1942 earn- heavier taxes. The longer range outlook, however, favors 
Pd ings, and about 20 times prospective 1943 earnings, has progressive recovery of income as normal line volume 
a largely discounted nearby prospects. In view of the ex- expands. Over the longer run, Case should fare as well as 
ners. i : 
will 
Near STATISTICAL POSITION OF FARM MACHINERY COMPANIES 
Book Book Working Working Net Net Earnings per share Dividends per Share Price *Price- 
com- Value Value Capital Capital Sales Sales vge. vge. Range Recent *Yield Earnings 
: 1937 1942 1937 1937 1942 1942 1941 1940 1936-39 1942 1941 1940 1936-39 1943 Price % Ratio 
ofits, per share per share (Smillions) 
CLIVE Allis Chalmers 32.70 41.93 32.70 82.59 87.35 195.96 3.34 3.93 2.84 255 1.00 1.50 1.50 1.94 4314-261 32% 3 9.81 
f the J Gterpillar Tractor 20.53 26.85 29.87 31.32 63.18 14216 3.72 414 416 3.70 2.00 2.00 2.00 200 5415-40% 40%) 5 11/1 
: Deere & Co. 18.67 32.03 62.95 99.04 100.39 133.51 3.51 4.03 3.33 291 1.35 200 2925 0.50 43 -26 34 4 9.7/1 
LtiNg [iInternat. Harvester 65.63 77.48 247.17 286.02 351.92 36452 4.95 5.87 4.11 420 250 3.00 240 1.60 7434-665 664 4 13.4/1 
vol. Yi! Case 0.03 184.34 27.56 32.21 (¢)27.42 (c) 9,34 13.23 3.45 7.70 7.00 3.00 Nil 3.75 132 -774¢ 121 5.8 = 13/1 
VOl- | Minneapolis-Moline 464 10.00 10.17 11.78 15.31 99.84 1.34 2.05 0.75 0.18 Nil Nil Nil Nil 83-3 434 None 3.5/1 
sarn- |New Idea, Inc. 3.42 20.05 302 474 510 656 254 2.90 2.64 (b)2.50 1.10 1.35 1.60 (b)1.05 217-134 18 6 7/1 
Sper. PoverFarm Equipment 58.40 76.72 10.98 20.12 26.20 98.45 4.87 4.93 256 3.03 2.00 1.00 Nil — Nil 50-2997 40 5 8.21 
yper- 
eon * On basis of 1942 earnings. (b) for 1937-39. (c) not reported. (e) 10 months ended Oct. 31.; 1941 net sales were $39.22 million. 
pillar 
ould fcellent longer term outlook, market possibilities should the average implement maker. The post-war status of 
pro- fexist, however, in line with progressive reconversion lead- foreign trade is of some importance since foreign sales 
ar. ing to ascending earnings. in normal years comprised between 159% and 20% of 
with | Deere & Co., second largest farm machinery maker, is total volume. While making a complete line of agricul- 
1942, Jexpected to earn around $3.20 per share against last tural equipment, production of tractors is the largest 
farm fyear’s $3.51. The company normally produces a com-_ single source of revenue. 
vely. [plete line of implements and is known as one of the most A strong financial position has been consistently main- 
hirds fefficient in the business, having consistently shown high- tained. At the end of the 1942 fiscal year, cash and 
klogs Jest earnings on invested capital. Its careful credit policy securities totalling $12.85 million more than covered cur- 
case }and conservative dividends have permitted constant addi- rent liabilities of $11.02. Notes receivable, normally an 
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important item among current assets, were Only $3.60 
million, indicative of the thorough deflation of civilian 
instalment sales. Past earnings were erratic, due in part 
to the leverage factor of small capitalization and relative- 
ly high overhead, and movements of the stock, the “blue 
chip” of the industry, were consequently highly volatile, 
responding to excellent earnings in good years and large 
deficits in depression periods. Dividends, while high, were 
also irregular. 

With the impending 4 to 1 split up of the common, 
greater market stability should be assured in the future 
which should impart added speculative attraction. 
Yielding 5.8% and selling about 13 times 1942 earnings, 
nearby prospects appear adequately discounted but fu- 
ture potentials should leave room for further apprecia- 
tion although at the present price of about 121, the stock 
is clinging relatively close to the year’s high of 132. 1943 
low was 771; book value is over $184 per share. 

Among the smaller implement makers, Oliver Farm 
Equipment Co. stands out despite its erratic earnings 
record, the result of leverage of overhead. Oliver is a 
medium-sized maker of a fairly complete line of imple- 
ments with tractor sales normally accounting for about 
50° of total volume. 1943 net is estimated at about 
$4.75 per share, close to last year’s $4.87. Dividend dis- 
bursements so far this year were $2 versus $1 in 1942 and 
1941; prior to the latter, no payments were made despite 
fairly good average earnings which were largely used to 
bolster working capital and reduce bank loans, currently 
amounting to $1.87 million. Despite a sizable volume of 
war work, Oliver expects to have little difficulty in re- 
converting and once regular production is resumed on 
a larger scale, a good-sized rise in per share earnings may 
materialize from improved operating margins. 

Working capital virtually doubled since 1937 and is 
currently around $20 million. With the steady shrinkage 
of bank loans, future dividend policy, heretofore con 
servative, may well become more liberal in line with cur- 
rent and prospective earning power. Reflecting this pos- 
sibility, the common, yielding about 5%, and priced 
around 40, is hovering about midway between the year's 





Allis-Chalmers Tractors on the assembly line 
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high and low, selling about 8.2 times 1942 earnings 
While strictly speculative in the past, the stock may be 
come increasingly less so, reflecting stronger financial po 
sition and good longer term outlook. Moreover, recon 
version problems are relatively small with contingena 
reserves of $1.50 adequate for this purpose. Book valug 
is $76.72. almost twice current market price. 

Sales of Minneapolis-Moline Power Implement Co! 
for the current fiscal year ending Oct. 31, will run con 
siderably ahead of the $29.8 million reported last yea 
but earnings, as in the case of most of the other com 
panies, are not expected to keep pace with the highe 
volume owing to narrower margins and higher taxes 
However, net ‘per share should not vary much from the 
$1.34 realized last vear. Past earnings were erratic and 
on the whole unimpressive and no dividends have beer 
paid so far. This poor showing is largely due to the fac 
that the company’s sales efforts are concentrated primari 
lv in the grain growing areas, thus depended consider 
ably on wheat farmers’ prosperity with its weil-know! 
ups and downs. Leverage of a relatively substantial over 
head on a fairly small capitalization was also a factor re 
sulting in variations of as much as 100%, in earnings oll 
invested capital, on an average. 

While not without speculative appeal, in view of gen 
eral industry prospects, attraction of the common jy 
limited because of the likelihood that eventual settle 
ment of preferred stock arrears ($39 per share) will in 
volve recapitalization and dilution of the equity. ‘This 
doubt is reflected in the extremely low price-earnings 
ratio: of 3.5 to 1, with the common currently priced 
around 434 against the vear’s high of 834 and the 193) 
peak of 1614. 

Fundamentally, the company’s position is fair with « 
secondary interest in the fabrication of structural sed 
and the manufacture of power units supplementing im 
plement business consisting of a representative line 0! 
tractors and equipment. While the stock may promis} 
relatively higher speculative profits, for a time, the risk 
factor naturally is more pronounced. 

New Idea, Inc., is a small but budding newcomer, oF 
ganized in 1920, and manufactures a line of implement 
and equipment consisting (Please turn to page 260 
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A “Growth” Stock Offering 
More than 7% yield 


BY OWEN EOE Y 


ee 

Cotumsia” is a well-known name to millions of 
radio fans, through the polite emphasis on the name 
in the “pause for station identification.” The company 
has been built up from small beginnings by its 
president, William S. Paley, to a leading position in 
what is now a national industry. With WABC as a key 
station, Columbia operates eight wholly-owned and one 
hundred and thirteen independent stations. The latter 
are under contract, with an increasing percentage of 
gross as time sales expand. Ninety per cent of Columbia’s 
revenues is obtained from sale of “time” on the air. The 
Office of War Information now leases short-wave broad- 
cast time. A subsidiary, Columbia Recording Corp., pro- 
duces and sells records. 

As with any other branch of the advertising industry, 
sales are affected by the trend of industrial activity. 
Revenues were in a declining trend in the early 1930’s, 
but grew rapidly as the industrial recovery got under 
way. A minor recession in 1938 was followed by a war- 
time boom in the use of the air waves, nearly doubling 
the company’s revenues. With little additional invest- 
ment required to handle the increased volume of busi 
ness, the company’s earnings mounted sharply, but were 
levelled off by Federal taxes, which last year took more 
than half of the balance earned after other charges. 

As indicated in the accompanying table (which is 
adjusted for stock dividends and split-ups) share earnings 
have now remained fairly steady between $2.00—$3.00 
for eight years, 1943 income being estimated at $2.50. 
On the average, about two-thirds of net has been paid 
out in dividends in recent years. While the usual quarter- 
ly rate is only 30 cents, year-end payments of 60 cents 





Millions of Dollars Class A Common (1 





Year Approx. 
Ended Net Income Net Price 
Dec. 31 Rev. Taxes Income Earnings Div. Paid Range 
1943 — — —- $2.50Est. $1.80 25-16 
1942 44.7 4.35 4.12 2.40 1.50 17-9 
1941 42.4 3.80 4.80 2.93 2.00 22-11 
1940 36.0 2.43 5.01 2.92 2.00 26-16 
1939 30.4 1.13 5.00 2.93 1.50 25-14 
1938 23.1 ai 3.54 2.07 1.25 23-14 
1937 23.8 .90 4.30 2.52 1.95 32-17 
1936 19.9 .14 3.76 2.21 1.65 30-23 
1935 15.4 .42 2.81 1.65 1.30 24-12 
1934 14.87 .36 2.27 1.34 .92 11- 6 
1933 106+ —* 92 ao 27 6- 5 
1932 1267 ——* 1.62 97 27 oS 
1931 12.94 -——* 9235 1.24 .20 - 


* Not reported 


(1) Adjusted for 15% stock dividend in June, 1931, 50% in December, 
1934, 5 for 1 split-up in 1934 and 2 for 1 split-up in 1937. 


+ Time sales revenue. 
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last year and go cents this year brought the annual totals 
to $1.50 and $1.80 respectively. 

The company is conservatively capitalized and has a 
strong current position. Funded debt amounts to only 
$786,300 and at last year-end the company had some 
$8,000,000 cash, and a current ratio of 3 to 1. Capital 
stock consists of 958,018 shares of Class A and 758,924 
Class B, the only difference in the two issues being the 
voting rights (par value of both is $2.50 per share). 

With its sound balance sheet, excellent growth record 
and prospects for further expansion, why does the stock 
sell under 10 times earnings, to yield nearly 8%? The 
reason probably lies in the increasing Government regu- 
lation of the industry, and its key position in national 
politics with the approach of the 1944 Presidential 
campaign. An FCC order has eliminated exclusive con 
tracts with affiliated stations but this can probably be 
taken care of without serious disruption, though with 
some rise in costs. For the present, with the increasing 
pressure of pulp and newsprint shortage restricting news 
paper and magazine advertising, time sales are expected 
to increase and full network contracts should also aid 
revenues. 

The Supreme Court decision upholding the authority 
of the FCC over the industry has returned the issue to 
Congress, which has been holding lengthy hearings on 
the subject. Chairman James Lawrence Fly of the FCC 
recently told a Congressional committee “if you can’t 
trust the commission you have got, abolish it, and get 
one you can trust—but don’t break up the system.” Presi- 
dent Paley of Columbia, on the other hand, urged that 
authority to regulate and supervise broadcasters should 
not be given to the same agency which, through its licens- 
ing power, ‘‘already dominates the ultimate destiny of 
each station.” Chairman Fly’s retort: “What Paley wants 
for the broadcasters is the status of legalized outlaws. He 
told you that control of business practices meant pro- 
gram control. He is wrong. The whole business was 
dragged in by the tail in an effort to restore monopoly.” 

Which is the “red herring’? Is the Administration 
using the charge of “monopoly” to obtain greater con- 
trol over news broadcasts and radio. commentators, or is 
the industry raising a political issue in order to retain 
substantial control of a growing industry and eliminate 
potential competitors? 

Mr. Fly maintains that he has never tried “to dictate 
programs and has only required that broadcasters ob- 
serve public rather than personal interests in the char- 
acter of the service offered. Nevertheless, several episodes 
involving radio commentators, recently aired in the press, 
have raised suspicion that, directly or indirectly, the 
commission might attempt to (Continued on page 265) 
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Varying Positions of Steel Companies 


Which Have 


Best Prospects? 


BY RICHARD COLSTON 


Tuerre are definite signs that the apex of iron 

and steel demand for war has been reached. 

A surplus of pig iron is reported in sight and ex- 
pectation is that WPB will soon lift allocations. Tension 
in steel supply is definitely relaxed. The closing of large 
munitions plants and the telescoping of numerous war 
contracts recently led to the banking of a number of 
open hearth furnaces with others, not now producing at 
peak, likely to follow. Electric furnace alloy steel is 
abundant and operators are struggling to keep their 
units going; at least six furnaces are down at this writ- 
ing and sporadic price cutting is reported since alloy 
scrap is available below ceilings. Only in flat rolled 
materials is there still moderate tightness. 

This is a far cry from the situation existing only a 
few months ago when steel was one of the outstanding 
bottlenecks but it does not mean that civilian produc- 
tion will benefit immediately on a large scale, something 
which is hardly likely before the end of the European 
war. Since operating under tight control, steel companies 
are not free to pick up additional business or take steps 
which they might normally adopt to conform to this 
new situation. Though labor is complaining about the 
closing down of furnaces, Washington is as yet not fully 
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prepared, because of other complicating factors, to per- 
mit civilian goods production beyond the existing care- 
fully limited programs. The result on the production 
front is an unbalance of the so-called “product mix,” 
likely to be reflected in somewhat smaller earnings for 
a wide sector of the industry, possibly further accentu- 
ated by current wage demands. 

Eventually, however, civilian allocations are bound 
to be raised. Allotments for the first quarter next year 
are only 160,000 tons with possibly an additional 50,000 
tons from excess stocks. If the outlook continues good, 
the Office of Civilian Requirements is expected to re- 
quest another 200,000 tons before the year ends. 

With the military supply situation well in hand, the 
next big job will be the balancing of civilian needs, fore- 
shadowing important shifts within the industry. With 
the end of the European war, these will become incisive. 
A break-down of September allocations shows that 23% 
of production went for miscellaneous uses and exports, 
which includes tank and ordnance steel, and lend-lease 
shipments. This percentage is bound to drop sharply 
once munitions programs are scaled down greatly. Ship- 
building took 19%; here, too, a substantial decline must 
be anticipated, centering on plate production. Distribu- 
tors and jobbers received 12%; they stand to obtain far 
more with the expected widening of civilian output. 
Railroads received 8%, the construction industry 7%, 
the oil and gas industry 2.5%, and the farm equipment 
industry 1.5%. These percentages are likely to be upped 
appreciably, as will the allotments of the automotive 
and aircraft industries which together obtained 4% of 
September production. 

Unless the war ends suddenly, first quarter operations 
are now expected to ease off to an average of between 
go% to 96% of rated industry capacity against an Oc- 
tober peak rate of 102.2%. Annual capacity is currently 
figured at go0.88 million tons of raw steel. No one can 
tell with accuracy how far contract cancellations will 
force down the production rate in the wake of termina- 
tion of hostilities in Europe, but according to “expert 
guesses” it may well fall to about 70% with a lag of 2 to 
3 months before it will again creep upward as the de- 
mand of reconverting industries and reconstruction will 
be felt. Even then, peak war rates are not likely to be 
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en again but fairly high production is anticipated for 
, considerable span of time. 

With the “break-even” point currently estimated above 
he pre-war figure of about 65%, due to substantially 
sher costs, the expected slackening of operations, even 
temporary, will have repercussions earingswise though 
ified by the tax cushions. More satisfactory price- 
gt relationships for “peace” steel products is another 
jtigating factor so that on the whole, the net effects 
f impending shifts in the industry should not be ad- 
e except for a brief transitional period. Reconver- 
problems are virtually nil in many cases, and else- 
here largely restricted to a change-back to sheet and 
ght strip production on mills which were converted to 
pavy strip and plate output. Extensive furnace repair 
ill be required, though, in view of expanded capacity, 
fwill hardly affect operations. Rather, the industry in 
oking ahead will be concerned with fabricating prob- 
ms since facilities are lagging behind the expanded 
w steel capacity, with marketing problems and new 
ost-war uses for steel to combat competitive materials. 
Cost factors, closely tied in with the latter, also rank high 
mong future uncertainties. 

Despite probably incisive shifts looming in 1944, the 
arnings outlook on the whole is reassuring. The tax 


steel and rails are expected to run into substantial 
figures. Thus operations of U. S. Steel and Bethlehem 
Steel should be well sustained, with the former having 
an edge over the latter due to greater diversification. 
Colorado Fuel & Iron, third largest maker of steel rails, 
can count on sizeable railroad orders while Youngstown 
Sheet & Tube, leading producer of tubular products as 
well as steel sheets, will benefit from the expected re- 
vival of oil well drilling, one of its most important out- 
lets. Jones & Laughlin, fourth steel maker and well in- 
tegrated, is in a position to take advantage of the re- 
vival of consumer durable goods industries as well as 
railroad, building, railroad equipment and oil and gas 
industry demands. 

Crucible Steel, Allegheny-Ludlum, Carpenter Steel, 
Rustless Iron & Steel are makers of alloy and specialty 
steels but Republic Steel, having built up a tremendous 
electric furnace capacity during the war, is by far the 
most important factor in the field. 

It will be the alloy makers, principally, who will carry 
the impending post-war battle against light metals and 
other competitive materials. They are wide awake to the 
challenge, possess greatly expanded facilities and have 
developed new and cheaper alloys of superior strength 
and quality. Hence they are confident that they will not 




















per- idjustment factor alone should be important enough to _ lose important markets to lighter metals; while the fight 
care- fibsorb most or all of a temporary decline in operating may be difficult, they anticipate further growth in line 
ction fincome. Revised amortization and depreciation policy, with widening use of their products in aviation, transpor- 
nix,” fhow extremely liberal, should further sustain net. With tation, construction, and in the food, household, chemi- 
s for [Meferred civilian demand vast and the export potential cal, textile and automotive industries. 
entu- fated high, earnings should recover quickly as widened In the case of Republic, alloy output accounted for 
tivilian production schedules get under way. nearly 40% of profits during the first nine months of 
ound | These should center on light steel production while this year. Other production is well diversified, principally 
year fheavy products may taper off with the exception of in the light steel field, and post-war potentials are judged 
0,000 feel rails. Light steel makers, whose output is fitting good as operations are completely integrated with ore 
sood, fiest into the modern consumption pattern, are most and coal reserves adequate. While output will fluctuate 
o re- flavorably situated for the intermediate as well as longer with industry activity, plant improvements plus concen- 
irm. Among them are Inland Steel, National Steel, tration on the higher-priced alloys are strengthening the 
, the [Republic Steel, Acme Steel, Sharon Steel and American company’s competitive as well as earnings outlook, and 
fore- Rolling Mill. Heavy steel makers, facing a drop in mili- post-war performance should be above average especially 
With Jary demand for plates and structurals, will find at least since the largest part of finishing capacity is for produc- 
isive. partial if not full compensation in mounting require- tion of consumers goods. Amortization of emergency 
23% [ments of the railroad equipment and construction in- plant facilities appears to exceed the permitted 20% 
orts, fdustries, and of the railroads where deferred demand annual rate and tax reserves currently are exceedingly 
lease flor steel rails is large. Moreover, exports of structural high, indicating statement of (Continued on page 259) 
arply 
Ship- 
must 
ribu- STATISTICAL POSITION OF STEEL COMPANIES 
n far *Annua 
tput Book Value Working Capital Net Sales ($ millions) Earnings per Share Dividends Capacity 
Pp oa per Share ($ millions) per Share Price Recent Yield Price- (1000 
of | Avge. Avge. Range Price % Earnings tons raw 
wa 1937 1942 1929 1937 1942 1929 1937 1942 1929 1936-39 1942 1936-391942 1943 Ratio steel) 
ed Jitme Steel 34.70 49.52 (c) 3.64 5.97 (c) 19.83 27.09 7.44 482 5.43 2.94 3.50 574-4114 5244 7 9.6 800 
PP’ Allegheny-Ludium : 
Otive | Stee 30.21 2465 (c) 604 1465 (c) 36.57 10852 3.19 1.17 3.71 0.94 2.00 3114-181 9556 8 7 463 
. Am. Rolling Mill 29.44 33.40 20.9 99.44 5498 70.4 11485 180.97 424 1.09 2.01 0.69 1.00 16%-10'; 1244 8 6 3,030 
7 Of [iethiehem Steel © 117.27 142.57 179.3 141.87 205.36 342.5 417.53 1511.6 11.01 3.70 632 2.00 6.00 691;-55% 565s 10.5 9 12,700 
enter Steel 20.00 2667 (c) (3.72 5.63  (c) 795 24.75 1.99 402 4.75 1.92 2.50 3144-254, 99 86 6 55 
. Colorado Fuel &lron 34.86 45.85 (c) 11.01 12.07 (c) 26.95 50.27 —— 0.98 240 0.25 1.00 193-133; 144% 7 6 1,131 
tions §lontinental Steel 45.96 61.81 (c) 5.21 6.52 (c) 19.72 22.86 4.01 3.40 4,06 1.60 2.00 2734-1834 245 8 6 364 
Gucible Steel 153.07 83.97 927.0 16.04 37.70 (c) 59.67 183.00 11.66 0.56 7.26 None 2.00 38 -30% 98% 7 4 1,055 
WEEN Tinlad Steel 58.75 79.74 39.0 42.27 55.89 (b)68.6 110.74 189.61 9.76 6.61 657 4.00 4.50 7834-62 70% 64 10.7 3,350 
Oc. Pores & Lavshlin = 167.19 88.78 78.5 42.34 78.06 126.7 117.47 234.98 13.67 D4.21 4.60 None 2.00 267-194 2015 10 4.5 5,927 
National Steel Co. 56.35 73.14 21.0 34.16 45.19 (c) 145.93 21985 5.41 5.69 5.42 2.08 3.00 64's-52 551, 5.4 10.2 4/300 
ently Pittsburgh Steel Co. 59.70 40.7 (c) 11.1 15.9 (c) 35.35 70. 14.96 DO.52 3.19 None None 10'4- 456 73, None 2.3 1,072 
) Biepublic Steel Co. 34.74 40.58 (c) 76.47 110.42 (c) 250.44 517.89 —— 0.63 267 None 1.25 20%-14 165s 7.4 62 8,500 
» CAN Fiustless tron &Steel 2.30 7.66 (ec) «=1.07 4.63 (c) 419 32.11 —— (00.63 2.76 (a)0.08 0.75 18%-1156 1344 5.7 4.7 ‘100 
ill n Steel Co. 24.34 3098 (c) 499 845 (c) 2020 35.78 369 0.94 276 0.37 1.00 17% 9 13% 7 5 636 
wi jor Steel Co. 37.10 31.95 (ce) 0.17 0.90 (c) 8.18 1729 0.65 1.27 8.64 None None 324-1434 20%, None 2.4 200 
nina- $US. Pipe & Foundry 37.91 43.54 (c) 896 947 (c) 13.43 99.19 274 3.148 238 228 2.95 37%-29', 32 7 13.4 
US. Steel Co. 151.09 139.96 440.8 363.40 523.27 1494.0 1395,5(b) 1861.%b) 21.19 224 5.35 0.25 4.00 59%:-475, 524% 8 9.7 29,720 
KPert [Wheeling Steal Co. 69.82 90.68 38.5 33.36 43.63 84.7 90.45 118.98 10.53 3.16 4.61 None 1.50 84-18 20) 7 44 19 
: oungstown Sheet & 
2 10 F Tube 75.22 90.84 74.8 57.20 95.84 161.0 144.28 217.85 17.28 3.86 5.66 0.81 2.50 4114-30 3545 7 62 4,002 
F de- D—Deficit. (a) 1937-39. (b) gross sales and revenues. 
will (c) not available * Latest available figures, lly not including war-time expansion of 
o be capacities. 
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War Stocks 


It may well be that so-called war 
stocks are reaching prices which re- 
lect more emotional pessimism than 
sound reasoning — nevertheless the 
cold fact is that the whole group re- 
mains decidedly on the defensive. It 
is nothing less than a bear market in 
war stocks, and analysts who have 
tried to guess bottom just keep on 
getting their fingers burned. For our 
part, we were very bearish on such 
issues at much higher prices; we can 
not be eqully bearish now; but 
neither are we willing to turn bullish 
as long as the market action itself is 
so adverse. Though one may ques- 
tion the wisdom of the sellers, there 
is no percentage in arguing with a 
well-defined price trend. Pending the 
development of convincing technical 
evidence of really sold-out position 
in such stocks, we have held—and 
still do—that there is no need for 
haste on the buying side. Such evi- 
dence would consist of a protracted 
period of dullness in a narrow price 
range, followed by a zigzag upward 
pattern in the charts. The early 
picture is confused by transient year- 
end influences, since considerable 
tax-selling is now going on in war 
stocks. With the lifting of this pres- 
sure, the percentage upturn in the 
traditional year-end rally may con- 
ceivably be among the sharpest in 
the market, but it is too early for 
any conviction as to whether Decem- 
ber will complete the major read- 
justment of war stock prices. Prob- 
ably a more reliable clue would be 
provided by the action of the group 
in the event of further general un- 
settlement in the market during the 
fore part of the new year. 
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Patience Rewarded 


The business around which the 
present-day Worthington Pump & 
Machinery Corporation is built was 
originally started nearly 100 years 
ago. Making a considerable variety 
of heavy machinery, it would be 
hard to find a more extreme example 
of a “prince or pauper” enterprise. 
And since the small common stock 
capitalization 266,000 shares—is pre 


ceded by a substantial capitalization 
in bonds and preferred shares, ii 
would also be hard to find a more 
extreme example of “leverage” 
among industrial equities. Pre-war 
earnings of modern times ranged 
between a top of $3.79 per share on 
the common in 1937 and a deficit of 
$21.11 in 1932. In the period begin. 
ning with 1940, Worthington has 
had very large earning power—with 
net this year likely to exceed $12 a 
share and moderately above last 
year’s results. With preferred divi. 
dend arrears finally liquidated, the 
management recently declared a $2 
dividend on the common. This is 
most unusual, but not quite unique. 
Last previous dividends on the com- 
mon were forthcoming in 1920-1921- 
ig22. Illustrating the tenacity of 
human optimism, this stock—which, 
on the record, seems to pay divi- 
dends once in a generation—sold as 
high as 137 in 1929 and as high as 
47 in 1937. In comparison with éi- 
ther of these figures, present price 
around 21 may look cheap—but not 
to our eyes. On various occasions we 
have seen it sell at half 21 or less. 


Liquor Stocks 


Having served temporarily to re. 
lieve the montony of the market's 





One of the first photos approved by War Dep't for pub- 
lication showing the new 2,200 horsepower engine for 
heavy, long range bombers 
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rotracted readjustment to “peace 
rospects”” the late spectacular “lig- 
yor boom” apparently has passed in- 
i history. It was not, of course, a 
general phenomenon, being confined 
9 inventory-liquidation among a 
fw secondary companies. These 
socks reacted somewhat from their 
highs, partly on profit-taking and 
partly on legal uncertainties. Shares 
athe biggest liquor companies have 
ben under moderate pressure re- 
ently, but most of them are con- 
iderably farther away from their 
1943 lows than highs; and in this 
respect continue to date to “act” 
better than the market average. 
However, very low  price-earnings 
atios persistently attest to the du- 
bious rating that most investors put 
m anything having to do with hard 
liquor. Schenley’s recently issued re- 
port showed $6.64 a share for the 
iscal year ended August 31, against 
$4.63 in the preceding year; the 
tock, around 35, being priced at 
about 5.2 times earnings. For the 
ame fiscal period, Hiram Walker- 
Gooderham & Worts reported $12.03 
a share earned, against $9.07 the 
vear before—this stock, around 48, 
being priced at less than 4 times the 
former figure. It is interesting to 
note that Schenley had a bigger in- 
ventory on Aug. 31 than the year 
before: $73,782,000 against $63,361,- 
000; while it was the reverse with 
Hiram Walker: $38,717,000 against 
$43,195,000. It would appear that 
inventories—worth their weight in 
«arce liquor and readily saleable as 
lar ahead as anyone can see—have 
omething to do with variations in 
price-earnings ratios. 
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Low-Price Stocks 


By early summer of this year the 
upside gap between our index of 
100 low-price stocks and our index of 
100 high-price stocks had attained 
the widest figure since the spring 
of 1937. Evidently, extreme specula- 
tive favor for low-price stocks can 
be taken as a warning signal, pre- 
liminary to substantial and general 
market decline. Unfortunately, it 
does not provide a by any means pre- 
tise timing clue. In March, 1937, 
the widest gap in favor of the low- 
price index was over 25 points; the 
widest gap last summer was about 





21 points. At no time during the 
ive-year period 1938-1942 did the 
low-price index rise significantly 
above the high-price index and dur- 
ing by far the greater part of that 
lng span there was a considerable 
gap in favor of the high-price index. 
At the market bottoms of 1938, 1940 
DECEMBER 


11, 1943 
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THE PICTURE BEHIND THE AVERAGES 


Approximate percentage declines from year's highs to date in various 
groups, with decimals omitted.) 
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and 1942—all outstanding buying 
opportunities—the low-price index 
was from 10 to 15 points below the 
high-price index. It is much to be 
doubted that in the current  pre- 
sumably intermediate market read- 
justment the average of low-price 
stocks will return even close to the 
extremely depressed 1938-1942 lows. 
However, the spread—though still in 
favor of the low-price index—has 
been persistently narrowing in re- 
cent months and for the latest week 
was less than 8 points. This merely 
means that speculative stocks are de- 
clining more than _ better-grade 
stocks, which is the usual thing in 
any period of broad market unset- 
tlement. But until the spread begins 
to change in favor of low-price 
stocks—indicating renewal of specu- 
lative confidence—the odds will be 
against the bull side. 


Air Lines 


The air transport companies will 
certainly in time have much larger 
volume than now and may eventual- 
ly earn more money than now. But 
there are some less favorable factors 
in the situation that are worth not- 
ing. First, it is probable that the 
profit margin—that is, ratio of profit 
to gross volume—reached an all-time 
high last year; reflecting extraor- 
dinarily high average load per plane 
Hown and a temporarily favorable 
tax situation. For instance, Ameri- 
can Airlines for the g months end- 
ed Sept. 30 showed pre-tax net of 
about $7,256,000, against only $4,- 
254,000 for the similar period of 
1942, but in the 1942 period the 


company was not subject to EPT, 
whereas it was so this year. As a 
result, total Federal taxes for the 
nine months came to $5,210,000, 
compared with $1,847,000 in the 
first nine months of 1942. Net per 
share dipped to $3.28 against $3.91. 
The post-war period will see intense 
competition, more “waste” in the 
sense of smaller average pav loads 
of passengers; and dividends will be 
restricted by the need for ploughing 
back much profits—and newly raised 
capital besides—into greatly expand- 
ed flying and terminal equipment 
and facilites. Having had a unique 
bull market of their own, rising last 
summer—unlike the Dow average—to 
a level far above the 1937 high, the 
air line stocks have now had a much 
more severe reaction than the gen- 
eral market. Being of the stuff that 
speculative dreams are made of, this 
column respectfully declines to make 
a guess whether they now are cheap. 
We know they are not bargains on 
a statistical basis, but that for some 
time has been beside the point. 


Building Stocks 


In the special article beginning 
on page 224, it is argued with con- 
siderable convincingness that the 
post-war boom in certain types of 
consumers’ durable goods may not 
be as bullish—stock market-wise—as 
some people expect. The reasoning 
is that if companies convert early to 
civilian production and if backlogs 
of consumer needs are only equiva- 
lent to 18 months to 3 years of pro- 
duction, a major part of such back- 

(Please turn to page 266) 
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Assembling a Westinghouse Ignitron 





General Electric 7... Westinghouse 


By PHILLIP DOBBS 


Excerpr for a considerable difference in size, there 
is not much difference between the business of the Gen- 
eral Electric Company and the Westinghouse Electric & 
Manufacturing Company. They have gone through the 
ups and downs of business, seven year cycles, depressions, 
booms and just ordinary years, in a similar way, but a 
close examination of details shows that the General Elec- 
tric Co. has weathered the severe depressions better but 
that Westinghouse rode higher on the crest of the wave in 
the boom years. 

To name all of the products of both of these companies 
would fill whole pages, for each of them is in a dozen or 
more separate industries. In the war effort, they are turn- 
ing out many of their normal peace-time products for use 
of the armed forces, also a number of things which are 
only for war purposes, including munitions. Among the 
separate industries that both companies were engaged in 
before the war and will return to are electric refrigeration, 
electric and other oil and gas furnaces, radio sets, tele- 
vision sets, electronics devices, household electrical appli- 
ances (toasters, vacuum cleaners, etc.), air conditioning 
(both for homes and for whole buildings), some parts and 
electrical equipment used in the automobile and motor 
truck industries, and both have taken a place in the chem- 
ical and plastics fields. These activities are in addition 
to the electrical goods business which, in its narrower 
sense, embraces only the making of electric light bulbs, 
switches, motors and generators, transmission units, vi- 
brators, regulating instruments and fuses. Thus each of 
them may be said to be an industrial empire. They each 
have a vast number of separate plants located in many 
cities and towns of the United States and in many foreign 
countries. Each had a large export business and each 
can look forward to some restoration in this field. 

It is from the viewpoint of statistics, and not scope of 
business that the relative merits of the common stocks of 
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Making Radar at General Electric 


both companies must be judged. The gross business of 
General Electric in 1942, and also in 1943, is more than 
double that of Westinghouse Electric. In 1942, General] 
Electric had a gross of $1,047,134,843 in net billings, but 
later made a voluntary contract price adjustment to the 
Government of $69,360,217 (equal to nearly $2.50 a 
share on the capital stock), making ‘actual billings ol 
$977.774,626. Of the final billings, not quite $239,000,000 
was retained as net income before taxes, a gross profit ol 
approximately 25%. The Westinghouse net billings in 





1942 were $487,274,551, with a gross profit of just under 
$72,000,000, or about 15% gross profit before taxes. ‘Thus 
on the ratio of costs to gross, the advantage was distinctly 
in favor of General Electric. The total taxes of General 
Electric were just below $22,000,000. for income payments 
and $172,000,000 excess profits tax, with a postwar re 
fund of $17,000,000 (about 51 cents a share), which was 
written-off in contingency and other reserves. The West: 
inghouse tax bill was just over $54,000,000 ($9,657,457 
for income tax and $44,382,591 excess profits tax). The 
postwar refund of a little over $4,400,000 was more than 
written-off, with the contingent reserve at nearly $4,950, 
ooo (equal to about $1.60 a share on the common stock). 

Without allowing for the contingent reserve write-offs, 
although actually they should be considered as deduc 
tions from surplus and not from income, the final net 
figures of 1942 income were $1.56 a share for General 
Electric and $5.47 for Westinghouse. So far in 1943, both 
companies have been running ahead of last year, with 
the indicated final figure estimated at near $1.60 a share 
on General Electric and about $6.00 on Westinghouse. 
It can be seen that the latter has been improving its posi: 
tion more than has General Electric under the more diff: 
cult conditions this year than last. Both companies are 
expected to show a very large increase in their total vol- 
ume of orders filled and in costs and taxes than in 1942, 
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when the final figures for 1943 are available. 

In studying the relative showings of both companies 
in past years, there have been two periods set up in the 
table. One of them covers the four war years, 1939 to 
1942 inclusive. Even before the outbreak of war in Eu- 
rope on September 1, 1939, there had been some busi- 
ness booked which was for use by European armed forces 
and not long after that date, the United States started in 
a small way to increase its business for our armed forces, 
although this did not get to large proportions until after 
December 7, 1941. In general, however, the war started 
to stimulate industry in this country from the Munich 
“peace in our times” agreement in the Autumn of 1938 
and therefore these four years plus 1943 (and later years 
if the war lasts) will be grouped in the future just as 
1914-1918 are now grouped. In the 1939-1942 period, 
both of these companies showed a material improvement 
in earnings over the preceding grouping of years. The 
General Electric net per share of $1.43, $1.95, $1.99 and 
$1.56 made an average of $1.73 a share, which compared 
with the $5.24, $7.22, $7.30 and $5.47 and average of 
$6.31 for Westinghouse in 1939 through 1942. In the 
four war years, General Electric showed an improvement 
in average earnings of 51.7% over the 1930-1938 average, 
while Westinghouse had a 228.6% improvement in the 
later four year average than in the previous one. Hence, 
the recovery was distinctly in favor of Westinghouse, 
just as the improvement in 1943 over 1942 of 27.3% for 
the smaller company and 2.08% for General Electric was 
also clearly in favor of Westinghouse. This illustrates 
that in periods of expansion, the rise in Westinghouse net 
income per share is much faster than that of General 
Electric. 


Depression—Resistance of GE 


It is in the years when depressions exist or business is 
below normal that the inherent strength of General Elec- 
tric brings it to the fore. The depression of the early 
1930s did not show up in the electrical goods business 
as quickly as in some others, and the 1930 income of both 
companies was not radically lower than in 1929. Thus 
General Electric (on a basis of the new stock after the 
4 for 1 split-up of January, 1930) had net income of $2.00 
in 1930 against $2.35 in 1929 and Westinghouse in 1930 
showed $4.49 a share against $10.36 in 1929. In the next 
few years, the decline in Westinghouse was severe, with 
deficits of $1.52 a share in 1931, $3.55 in 1932, $3.45 in 
1933 and $0.03 in 1934. In these four years, General 
Electric had net income in each year, with the per share 
figures 1931-1934 at $1.33, $0.41, $0.38 and $0.59. Con- 
sidering the vast decline in earnings of many businesses 
in that period, the General Electric showing can be con- 
sidered remarkable. In depressions, it very decidedly 
was ahead of Westinghouse. 

The 1935 income of General Electric did not jump 
sharply, being g7 cents a share, while Westinghouse went 
from a 1934 deficit of 3 cents a share to net income of 
$4.53 a share, showing its great recuperative power. It 
was in the quite prosperous 1936 and 1937 that both 
companies showed a sharp gain in income, with $1.52 
and $2.21 a share reported for General Electric and $5.74 
and $7.66 for Westinghouse for 1936 and 1937 respect- 
ively. But Westinghouse “had the edge” as showing a 
greatly improved position over the depression years while 
General Electric had a merely “good” recovery. In 1938, 
Westinghouse did not slump as sharply in that year of 
poor business conditions, merely declining to $3.38 a 
share while General Electric dropped to 96 cents a share, 
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which was below its nine year average. In the nine years 
1930-1938 inclusive, General Electric had averaged $1.14 
a share annually and Westinghouse $1.92. 

A final earnings comparison shows that General Elec- 
tric in the four years 1939-1942 had averaged 73.6% of 
its 1929 net per share, while Westinghouse had aver- 
aged 60.9%. 

In dividends, General Electric has been more liberal 
through the years, in proportion to earnings and in in- 
creasing its payments during the years of larger income. 
Both companies succeeded to businesses which had been 
started in the 1870s, with the present Westinghouse in- 
corporation in 1886 and General Electric in 1892. The 
first dividend was paid on General Electric in 1892 and 
after some lapses in the next few years, was resumed in 
1899 and continued in every succeeding year. Westing- 
house started dividends in 1900. Payments were made 
in nearly all years until 1933, with nothing that year or 
in 1934, but with payments since 1935 in each year. 

The long, unbroken record of General Electric has 
given it a decided advantage in investment circles over 
the other stock. The actual payments, also, have been 
ones to attract the attention of investors, not in hopes 
that such a record may be repeated, but because it has 
been so impressive in the past on General Electric. ‘Thus 
from under 1,000,000 shares of stock, the outstanding 
capital shares have increased to nearly 30,000,000, in part 
through numerous subscription rights in past years, but 
more from stock dividends. From 1918 through 1925, 
General Electric paid 4% or 5% in stock each year, be- 
sides cash. In preceding years, there had been stock 
dividends of 6634% and 30%. Other distributions had 
been the stock of the Electric Bond & Share Co., the 
“special” stock of General Electric, which has since been 
retired, and stock of the Radio Corporation of America. 
In 1926, four shares of no par value were given for each 
former $100 par shares and in January, 1930, the no par 
stock was again split four for one. Thus the shareholder 
as of early in 1926 with one share had sixteen by the end 
of four years. This is all “water over the dam,” but it 
has made General Electric a favorite in investment cir- 
cles and in markets for many years. The Westinghouse 
distributions have been a number of subscription rights, 
a 10% stock dividend in 1924 and the distribution of the 
company’s holdings of Radio Corporation shares. 


Cash Dividend Record 


It is in cash dividends that a still better picture de- 
velops in favor of General Electric for some periods. ‘Thus 
in the 1930 to 1938 average, it was at $1.16 while that of 
Westinghouse was $2.31, but the relatively poorer show- 
ing of the latter was due to the cessation of payments 
in 1933 and 1934, while only 8714 cents was paid in 1932 
and only $1.00 in 1935. Also, both companies paid out 
a little more than they earned on the average for the 
nine years. With the restoration of better earnings in 
1936, Westinghouse increased its dividend to $5.50 for 
that year and to $6.00 in 1937, whereas General Electric 
paid $1.70 in 1936 and $2.20 in 1937. Both had made 
comparatively moderate payments in 1929, with $6.00 
on the old General Electric, equal to $1.50 on the pres- 
ent stock, and $4.00 on Westinghouse, but both were 
more liberal in 1930, the first year of the depression, with 
the equivalent of $1.5714 on General Electric and a $5.00 
dividend on Westinghouse. In 1931, General Electric 
increased its payment to $1.60 but the other dropped its 
disbursement to $3.8714 that year. The 1932 to 1935 
payments on GE were 85c, 40c, 55c and 65c, with those 
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of the smaller company at 8714c, nothing, nothing and 
$1.00 for these four years. In the 1938 depression, GE 
paid go cents and Westinghouse $2.50. In the years of 
business decline, the General Electric record was better. 

The cash payments in the four years 1939-1942 were 
$1.40 each for all but 1940, when $1.85 was paid on Gen- 
eral Electric, for an average of $1.51. The Westing- 
house dividends for the period were $3.50, $4.75, $5.00 
and $4.00. The larger company paid an average of go% 
of its average earnings during these four years and West- 
inghouse an average ($4.31 annually) of 68% of its aver- 
age annual income. Hence, the General Electric direct- 
ors had been more liberal with their shareholders in this 
four year period. 

In the realm of market prices, both common stocks 
have been through some drastic changes. In the 1929 
boom, the old stock of General Electric went to a high 
of 101 in terms of the present stock, dropping to a low 
that year equal to 42. The depression low, in 1932, was 
84, a decline of 92% from the bull market top. In the 
same period, Westinghouse went from a 1929 high of 
292% to a low of 100 late that year and a 1932 depres- 
sion low of 15%, a decline of 95%. The subsequent 
recovery to the 1937 high on GE was to 647% and that 
price was almost 65% of the 1929 high. The Westing- 
house recovery to 16754 was less in proportion, being to 
only 57% of the 1929 high. The keen investment de- 
mand for General Electric which developed in the 1930s 
kept the stock relatively higher than the other through 


many years. In the 1938 depression, it declined to 2714, 
while Westinghouse had about the same proportionate 
decline in going to a low of 6134 that year, but West- 
inghouse had a far better rebound to the 1939 high of 
121 against the General Electric recovery to 445%. Neither 
stock has been able to approach closely to the 1939 high 
in 1943. Considering the entire price movement angle 
for the past fifteen years, the comparison seems to be 
about even. 


Investment Ratios 


On the yield at recent prices and 1943 dividends, West- 
inghouse is in a better position, with 4.49% against 4.0% 
for General Electric. The same stock is in a much better 
position on the ratio of current earnings divided into price 
per share, with the Westinghouse price only 15.2 times 
the per share figure and General Electric at 23.3 times. 

The asset position in relation to market price of West- 
inghouse is Re better. Thus on the last complete bal- 
ance sheet report, as of the end of 1942, the net current 
assets of $6.09 per share on General Electric are 1 to 5.7 
of market price. The net current assets per share of 
Westinghouse Electric are $52.87 per share, or more than 
half of the recent market price (1.7 to 1). On book values 
in relation to market price, Westinghouse is also far 
ahead with the market price only 1.2 times book value 
of $76.60 per share while General Electric price is 3.1 
times the $11.30 per share book value. 

The securities position of Westing- 





COMPARATIVE STATISTICS. 
General Electric 


house is superior to General Electric, 
even though there are some bonds and 
preferred stock, while GE has only one 


Westinghouse class of security. The bond issue of 





Net Sales Billed—1942 


EARNINGS PER SHARE ON COMMON 
Nine months to Sept. 30, 1943 

Nine months to Sept. 30, 1942 

Increase 1943 period over 1942 

1939-1942 average 

1930-1938 average 

Increase 1939-1942 period over 1930-1938 
1929 net per share 

Ratio 1939-1942 average to 1929 net 


$1,047,134,843 


$1.09 
$1.06 
2.08" 
$1.73 
$1.14 
51.7% 
$9.35" 


Westinghouse is a very small issue in 
such a large company, consisting of 
$20,000,000 214% debentures due in 
1951. The preferred stock of this com- 
pany has a par value of less than $4,- 
000,000. The preferred is entitled to 
$3.50 annual cumulative dividends be- 
lore the common receives anything, but 
it participates equally with the com- 


$487,274,551 





DIVIDENDS PER SHARE 
1943 


average 1939-1942 incl. 
average 1930-1938 incl. 
1929 

First dividends paid in year 


Continuous payments through 1943 since 1899 


mon in all further dividends after $3.50 
is paid on the common in any year. 
The preferred is non-redeemable. Af- 
ter it come 3,126,581 shares of com- 
mon of $50 par value. This is far 
from being an unwieldy-sized issue, but 


1935 the 28,810,720 shares of no par value 





PRICES. 

1943 range 3974-303, 
1939-1942 incl. range 41 -243, 
1930-1938 incl. range 9534- 81, 
1929 range 101 -42* 


RECENT PRICE 35 
Yield on recent price 4.0% 
Ratio recent price to estimated 1943 earnings 23.3 to 1 








General Electric common outstanding 
could be hard to handle in some types 
of market. It is true that huge amounts 
of it are in many investment trust port- 
folios and held by thousands of indi- 
vidual investors, but if any real reason 
for public liquidation of it occurs, it 
might be found to be a huge burden for 


100 - 81 

121. - 631 
16754- 155% 
2925-100 


4.4% 
15.2 to 1 





ASSETS 

Net current assets per share Dec. 31, 1942 
Ratio recent price to net current assets 
Book value per share Dec. 31, 1942 

Ratio recent price to book value 


$6.08 

5.7 to 1 
$11.30 

3.1 to 1 


the market to hold. Thus in the 1932 
market, with net earnings still being 
reported and dividends being paid, it 
went under 10 from the sheer weight 





OUTSTANDING SECURITIES 
Bonds 

Preferred stock, number of shares 
Common stock, number of shares 


None 


None 
28,810,720 (no par) 


3,126,581 ($50 par) 
* On basis of present stock, allowing for the 4 for 1 split-up in January, 1930. 


of the offerings. 

A summary of all of the points cov- 
ered in this study leads to the conclu- 
sion that Westinghouse as a whole has 
superior investment qualities (book 
value, current assets, yield, recent earn- 
ings, etc.) and (Continued on page 264) 


$20,000,000 
79,974 ($50 par) 
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he Pereonal Service Department of Tae Macazine or WALL Street will 
wer by mail or telegram, a reasonable number of inquiries on any listed 
curities in which you may be interested or on the standing and reliability 
your broker. This service in conjunction with your subscription should 
present thousands of dollars in value to you. It is subject only to the 


lowing conditions: 


Give all necessary facts, but be brief. 
Confine your requests to three listed securities. 
No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and 
send check at same time you transmit your inquiry. 


pecial rates upon request for those requiring additional service. 








Owens Hlinois Glass 


As a subscriber to your magazine, 
would be glad if you would advise 
¢your opinion of Owens Illinois 
ass. 


I notice this is much below its 
yh for the year. Is this due to any 
rious defect in the stock, if not, it 
uld appear that it would be a buy 
the present lower price.—H. E. S., 
mont Royal, Va. 


Owens Illinois Glass Company is 

largest manufacturer of glass 
mtainers in the United States. 
bout 50 per cent of the bottled out- 
it is taken by the food, medicinal 
d proprietary drug trade, but the 
ig, liquor, soft drink and beer 
dustries also are important. The 
mpany’s net plant account has 
re than doubled since 1929 and 
pitaky needs have ‘been financed 
it of earnings and through recourse 
the securities market but the 
lancial position remains strong. It 
ned $3.46 per share in 1942 as 
mpared with $3.40 in 1941. Earn- 
ss for the 12 months ending Sep- 
mber 30, 1943, showed a slight im- 
ovement, amounting to $3.54 as 
mpared with $3.17 for the same 
iod of 1942. This company has 
id dividends continuously for 36 
ars and at present low price we 
msider it worthy of inclusion in 
ur portfolio. The high of this 
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year was 64 and the low was 54)4. 
Earnings for this year are estimated 
at approximately $3.50 per share, in- 
cluding a post-war credit of 65 cents. 
The current dividend of 50 cents 
quarterly should be maintained. The 
company’s equity has attraction 
because of the company’s strong 
basic position and its promising long 
term outlook. 


N. Y., Lackawanna & Western Co. 
5% Gtd. 


Will you be kind enough to give 
me a report on and an analysis of 
New York, Lackawanna & Western 
Company 5 per cent guaranteed 
stock. 


We hold some of this stock bought 
a higher than present price, and 
would be glad to have your advice 
whether to sell at a loss, hold or 
purchase additional stock.—R. F. P.., 
Fort White, Fla. 


The New York, Lackawanna & 
Western Stock to which you refer 
in your letter presents the opport- 
unity for speculative action- where 
one can afford the risk involved. 

On June 10, 1943, the Board of 
Managers of the Delaware, Lacka- 
wanna & Western Railroad author- 
ized negotiations looking toward a 
possible merger of New York, 
Lackawanna & Western and Dela- 
ware, Lackawanna & Western, where- 


by holders of New York, Lacka- 
wanna & Western stock would re- 
ceive an amount equal to 60 per 
cent of their present holdings in 
new 5 per cent New York, Lacka- 
wanna & Western first refunding 
mortgage bonds maturing in 1973 
and 40 per cent in second mortgage 
contingent interest bonds maturing 
in 50 years with sinking fund pay- 
ments under certain conditions bas- 
ed on earnings. It would in effect 
call for both roads to share the tax 
burden equally. 

Opposition has developed from 
the present bondholders who insist 
jt would dilute the security of their 
holding. Stockholder acceptance, 
too, may be difficult to obtain since 
the inducements offered do not equal 
the terms of the original lease. When 
the demands of the stockholders 
are advanced by their protective 
committee and attempt at finding a 
common meeting ground develops, 
it should be possible to more accur- 
ately appraise a fair value for New 
York, Lackawanna & Western shares, 
In the meantime, speculative appeal 
exists in the possibility that settle- 
ment will come on more favorable 
terms than those proposed in June 
and which might be termed the 
company plan. 


New York Central 414’s of 2013 


I own 10 one thousand bonds of 
New York Central Railway 444% 
of 2013 that I have paid $57 for. It 
is now down to $54. Would you kind- 
ly give me your opinion if this would 
be a good investment.—J. H. L., 
Lewistown, Montana. 

The New York Central Railroad & 
Hudson River refunding improve- 
ment 414’s of 2013 carry an invest- 
ment rating of B. This railroad has 
been enjoying considerable improve- 
ment in earnings and earned its 
interest charges 2.01 times in 1942 
as compared with 1.54 times in 1941. 
In the first 8 months of 1943, said 
charges were 2.41 times as compared 
with 1.85 times for the same period 
of 1942. This issue is listed on the 
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New York Stock Exchange and has 
had a price range this year of: high 
61; low 4754; last 54. According to 
the latest information available, this 
particular bond is legal for savings 
banks in the States of New York, 
California and Maine. The company 
has paid all floating debts and no 
important maturities occur until 
1952. The company recently declar- 
ed a dividend of $1.00 on its com- 
mon stock. While substantial sums 
must continue to be devoted to re- 
duction of company’s debts and 
fixed charges if the latter are to be 
brought into line with indicated 
earning power in the post-war 
period, we see no reason for you 
to liquidate this bond at this level. 
In our opinion, before the year-end 
reinvestment period is over with 
this bond should command a better 
market price than 54. While it can- 
not be considered a high-grade bond 
and is in the speculative class, it 
does appear to have appeal at the 
current level. 


Public Service of New Jersey 
6% preferred 


Will you please advise me how 
you would regard as a possible in- 
vestment, purchase of a small num- 
ber of shares, say from ten to twenty 
shares, of Public Service of New 
Jersey, 6%, preferred stock. There 
has recently appeared in the public 
press items to the effect that a gov- 
ernmental agency is endeavoring to 
have the company write-down its 
surplus by a very large sum, the 
apparent object being to force the 
company to reduce its charges. Stock 
is now selling about 94.—S. W., 
Passaic, N. J. 


You raise a rather interesting 
question in your letter wherein you 
suggest the desirability of a possible 
investment in the 6% preferred 
shares of Public Service Corporation 
of New Jersey. At 94 it would seem 
desirable both as to income and 
appreciation possibilities. Public 
Service of New Jersey is essentially 
a holding company owning stocks of 
subsidiaries which in turn, furnish 
electric, gas and _ transportation 
seryice and in 1942 was held by the 
Supreme Court to be subject to the 
provisions of the Holding Company 
Act of 1935. 

The press notices you mention 
apparently refer to Public Service 
Electric and Gas, a major holding 
of the Public Service Corporation 
and has to do with accounting and 
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valuation practices. On November 
8th, T. N. McCarter, Chairman of 
the company, said the company 
would make efforts to contest the 
claims of the Federal Power Com- 
mission and New Jersey State Utility 
Commission that book values were 
excessive and should be reduced. He 
further maintained that values on 
the books represent actual cost and 
that the value of the properties is 
{n excess of book costs, also that 
property values substantially exceed 
book costs in the case of electric 
properties. 

_Mr. McCarter further stated that 
the company is preparing to set up a 
capital surplus fund in a substantial 
amount, against which a charge can 
be made if hereafter determined, in 
order that the business may proceed 
normally without interruption of 
dividends. It was further stated this 
fund would provide a means of con- 
testing each and every item that may 
be ordered written off. 

We may therefore infer that of- 
ficials of the corporation will take 
all reasonable action to protect the 
interests of holders of the Public 
Service Corporation stocks, should 
adverse interests develop under the 
Holding Company Act, so that cur- 
rent price of 92, a reasonable purch- 
ase of the 6% preferred shares 
should provide beneficial results. 


American Crystal Sugar 


I have 20 shares American Crystal 
Sugar bought long ago at 22%. 
Would you advise switching to an- 
other stock where I would likely 
have a better chance to get my loss 


back.—W..H. S., Los Angeles, Calif. 


American Crystal Sugar Company 
is a leading beet sugar producer, 
owning ten factories, eight of which 
are active and are located in Cali- 
fornia, Colorado, Iowa, Nebraska, 
Minnesota and Montana, with a slic- 
ing capacity of 15,000 tons of beets 
a day. Land holdings total over 
33,000 acres, of which the company 
farms about 5,000 and rents over 
15,000 acres. About 95 per cent of 
the beets processed are purchased 
from other growers on a participat- 
ing basis. Sugar production of this 
company in 1942-43 totaled 3,883,785 
100 Ib. bags compared with 3,252,587 
bags in the previous year. 

The company showed a sharp 
decrease in cash at the 1942-43 year- 
end reflecting the expansion in in- 
ventory. The company, however, 
had a strong financial position, its 


THE MAGAZINE OF WALL STREE 














net current assets amounting 
$9,978,000 which was the large 
on record. The ratio of currey 
assets to current liabilities was 3. 
to l. Bank loans of $1,750,000 neg, 
ed for the 1942-43 season were , 
duced to $500,000 on May 11, 194 
Earnings for the fiscal year en( 
ing March 31, 1943, amounted t 
$1.94 a share as compared wit 
$2.98 in preceding year. In the pr 
war years of 1936 to 1939, inclusiy 
the highest this company earn 
was, $3.91 per share and the lowe 
was 19 cents per share. The pric 
range of common stock this year hz 
been: high 1834; low 14; last arour 
15. Thus far in 1943, the compan 
has paid three quarterly dividend 
of 25 cents each. If only $1.00 pé 
share is paid in 1943, based on 
one dollar dividend rate and th 
current market price, the indicate 
income yield is 6.67 per cent. 
1942, the company paid $2.50. Se 
ing on a favorable price to earning 
ratio of 7.7 and a yield of 6.7 pe 
cent, we see no reason to distur 
this stock at current market pried, 
Present indications are that earning 
this year will range approximatel 
the same as last year and the curren 
25 cents quarterly dividend rat 
should be continued. A 39 per cen 
cut in beet acreage for this fisc 
year because of labor shortages in 
dicates a reduction in refining opet 
ations. However, a large export bus 
ness and favorable prices are 
pected in the post-war period. 





























Firestone 6% preferred | 


When will Firestone Preferrel 
6% stock be replaced by the 4%? 
F. L. M., Portland, Orego 


Common stockholders of Fire 
stone Tire & Rubber Company 3 
to vote December 15th on authori 
ing a new issue of $60,000,000 o 
preferred stock which is to have 
dividend rate not in excess of 4) 
per cent. The bulk of this stock i 
to be sold to, the public with pro 
ceeds ear-marked for redempti¢ 
of $45,600,000 outstanding 6 pa 
cent preferred stock. 


At the same time, that is Decem 
ber 15th, stockholders will be asket 
to approve a change in the par valu 
of the 1,945,989. shares of comm! 
stock from $10 to $25 a share. Thi 
will be effected through capitali 
tion of about $30,000,000 of the com 
pany’s consolidated surplus, whic 
currently amounts to more tha 


$64,000,000. 
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Our Gift To You 


-To Safeguard Your 
Principal and Income 


-To Build Capital in 
Favorable Opportunities 


PRIVATE-EDITION COPY 


How to Make Money 


in the Next Two Years 


By A. T. Miller, Investment Authority 


To make progress one must adjust himself to the realities of today .. . the swiftly paced war development- 


... the transition to peace. By so doing you ean safeguard your interests . . . 


capitalize on favorable op- 


portunities, and follow an investment course based on new influences and factors — domestic and inter- 
national — which will decide the trends of business profits and security prices. 
Alert to the changes both political and economic, Mr. A. T. Miller. distinguished analyst, in this new book, weighs the 


situation ahead .. . designates the contingencies you must prepare for 


portfolios — to meet your wishes and objectives. 


it Will Help You 
—Crystallize your policy; lay out an investment program. 
--Devcide on a basis for setting aside funds 

... for speculative ventures 

... for long-term fortune building opportunities. 


Part |—Contingencies for Which to Prepare 
A—Mixed War and Peace Economy 
—Transition from war to peace; postwar planning. 
—Political and economic changes. 
—Increased government in business. 
.. « Where temporary? .... Where permanent? 
—Postwar problems in government owned capacity. 
—Cost of war... its effect on earnings ... labor 
taxes ... standards of living. 
B—End of Isolationism; —Our place in the new world. 
—What these forces mean to you as an investor. 


Part Il—How to Build Investment Capital Now 


A—Planning a Strategic Portfolio; For income and safety. 
B—Limiting Your Risk; —When investing for profit. 
C—With Capital Growth Foremost 
—How to determine industries and companies. 
D—Timing Your Investments; —When to buy; when to sell. 
—How to contract or expand your portfolio. 


and gives you his personal selection of various 


Part l1il—Securities Geared to New Forces 
A—V eighs Common Stocks, Preferred Stocks, Bonds 
—For investment; for profit and income; for specula- 
tion; for short term; for longer term. 
B--Securities in Favorable Position 
—New products and markets; postwar cushions; infla- 
tion; special situations; early peacetime leaders. 
C—LOW-PRICED STOCKS 
~—Companies in best position to show large percentage 
gains; what to consider. 


income—Portfolios 
Specific Selections 


Part 1V—Building j 
Next Two Years 


A—For Income and Safety ... for maintaining income .. . 
for those retired, for professional men, for widows. 
B—For High Yield and Profit . . . fur those able to take 

businessman’s risk. 
C—For Speculative Profit .. . for building capital primarily 
in low-priced stocks with an eye to the future. 
D--Strategic Portfolios ... Above are for $5,000 . . . $15,000 
. . « $25,000 with percentages allotted to fit any amount. 
E—SPECIAL PURPOSE SECURITIES .. . Additional se- 
lections—common stocks, preferred storks, bonds . . . 
—so you can make up a personal portfolio of your own. 


This book will serve you well in these vital days... enable you to think out your own problems . . . give 
you the benefit of our expert judgment. Send your order today as we print only a limited edition. 


ee Wy Plus satel 















































THE IDEAL GIFT 
THE MAGAZINE “How to Make Meney 
OF WALL STREET Ugg in the Next Two Years” 


The combination supplying the tools necessary for 
sound and judicious action in the vital period ahead. 


To Father. Son. Friends. Lusines : L 
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ive the gift that lasts forever and can never be taken away —KNOWLEDGE iron 
G —the key to superior judgment. More than ever will it be essential as a ent 
basis for making plans in epochal 1944. 


Because of its insight on a broad scope, authoritative character, and its sound common-sense, no Christmas fie! 
gift you can give this year will be more gratefully received and appreciated than The Magazine of Wall Jom 
Street. It will express your interest in the economic welfare of the recipient ... and 26 times throughout fa 
the coming year, he will be reminded of your thoughtfulness. He will turn to The Magazine of Wall Street } | 
with interest at first ... then with eagerness .. . because he will find it profitable and good .. . and be-}! 
cause he will gain an understanding of domestic and international affairs which he never believed he] > 


Your Business Associates and Friends — who will appreciate 
being put in touch with a source which so reliably weighs 
and interprets the new forces dominating industry and in- 
vestment. It will form a bond of interest between you and 
promote your business relations. 

Your Executives and Employees — who will acquire a broader 
grasp of the vast industrial and economic changes taking 
place. It will help to develop their judgment and vision. 

Your Womenfolk — because it will assist them in acquiring the 
background and perspective they need today and tomorrow 
—to retain the financial security you have built for them. 


could acquire so easily. a 
4 

, , “Like the Breath of Life on ig! 

Enter Your Gift Subscriptions Now ... For Esekiel's Valley of Bones...” P" 








Yourself — because each issue deals in a most practical way 
with the vital problems regarding your business and your 
investments ... and particularly since it is the most depend- John J. Chalmers of New York writes us: 
able guide you can secure—regardless of price. “Enclosed is my check for another year’s 


subscription; also several Christmas Gift 
subscriptions. 
onre “T have read The Magazine of Wall Street for 
. FREE 


many years. Facts and figures to me are like 


In Addition—YVou Receive Valuable Bock . 


Therefore, mail the coupon below with your remittance today. Your gift Ezekiel’s Valley of Bones, the dry and dusty 
subscription will start with our December 25th Christmas issue and includes skeletons of the real thing. It remains for 
a private-edition copy of our important new book “How to MAKE Money IN your magazine more than any other to 
tHE Next Two Years” (described on reverse side of this page) immediately breathe life into these dry bones. 

on publication. Your gift subscription also includes confidential inquiry privi- “I think your Magazine should be read to 
leges—FREE. know what is going on in front of our 


eyes, and what goes on behind the scenes. 
Best wishes for your continued success.” 


-—— — — Mail This Special Gift Order Today 
The Magazine of Wall Street, 90 Broad Street, New York 4, N.Y. 


C1) I enclose $10—enter (or extend) my own personal subscription for one 
year (26 issues). [] $15 for a special two years subscription (52 issues). 


BE Seecameorenese OP os Xmas subscriptions including attractive i “ 
Christmas Greeting Cards. $10 for one subscription, $7.50 each for two ' ae Magazine of Wall 
or more orders). All subscriptions include Consultation Privileges—also | treet 1 year (26 issues) $10.00 
FREE copy of “How to Make Money in the Next Two Years” (value $2.50). ' —Including Confidential In- 
' quiry Service without addi- 
Name tional cost. 


I a Slouch igen deg adelbod es otastesces aime 2. Copy of “How to Make 
Money in the Next Two 
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W wie the Dow-Jones industrial average is only 
about 10 or 11 per cent below the year’s high level, many 
stocks can be purchased at discounts of 20-40 per cent 
irom the 1943 high marks. The accompanying table pre- 
ents a list of g0 such issues, a few of which may be 
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assed as ‘“‘war” stocks. The latter have been included 
yecause they appear to reflect sound values as judged by 
heir pre-war records, but they may not yet be “on bot- 
om” and timing of any purchases in this list should 
wait buying advice in the A. T. Miller market analysis. 

The list furnishes a choice of yields ranging from 4 to 
19%, and price-earnings ratios from 2 to 20. 

Since stock prices largely reflect the market's effort to 
liscount the future in terms of past and present trends, 
i stock like General Electric continues to sell at a very 
high ratio to earnings while a rail like Great Northern, 
vith its high temporary earning power, may be con- 
idered too high even at twice the current earnings. In 
wder to judge which is the cheaper stock, a careful study 
of earnings, dividends and prices over a period of years 
is necessary, together with an estimated projection of 
arnings into the post-war period. We comment briefly 
is follows on selected issues: 

Glidden Co. is in a fortunate position because of its 
large production of vegetable oil products including lin- 
eed, cocoanut, cotton seed and soy bean oils, together 
vith margarine, mayonnaise, salad dressing, spices, etc. 
in the past food products have constituted about half of 
ules, but with the company’s paint business handicapped 


nee 


Airplane motors being made at the Douglas Aircraft 
plant in California. 


11, 1943 


Speculative Opportunities 
Enhanced By Market Reaction 
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by lack of materials, vegetable oils, margarine, etc. will 
probably assume greater importance. Chemica! products 
include lithopone, white and red lead, titanium dioxide, 
etc. The company has an exclusive process for producing 
iron powder, formerly largely imported, and it is also 
interested in rubber substitutes. As an important factor 
in the paint industry, the company operates 24 retail 
stores. Due to capital leverage and adverse conditions in 
paints and chemicals, earnings have been irregular. Sell- 
ing about 20% under the year’s high, the stock should 
have appreciation possibilities due to its current strategic 
position in butter-substitutes, etc., and the post-war out- 
look should be favored by continued demand for paints 
and greater availability of raw materials. 

Paramount Pictures, 26°% below its high, appears rea- 
sonably priced at 5.4 times estimated current earnings. 
While there may be some let-down in post-war earnings 
due to reduced employment, this may be partially offset 
by the greater leisure of present war workers to attend 
theatres. Re-opening of foreign fields and the develop- 
ment of television, as well as lower taxes (federal taxes 
last year were 16 times as large as in 1940) should also 
improve the post-war outlook. As the result of the 1934 
reorganization and the plowing back of earnings in re- 
cent years, the financial position has been greatly im- 
proved; last year the company reported over $26,000,000 
in cash items compared with $10,000,000 in 1937. 

Among the lower priced issues Celotex, 28% below 
the year’s high, may have possibilities. The company is 
a leading maker of insulating materials and wallboard 
from bagasse (obtained from sugar cane). While earn- 
ings have been sharply stimulated by war construction 
work, there will be a huge deferred civilian demand aft- 
er the war which should help sustain sales. The capital 
set-up was improved by the 1935 reorganization and net 
working capital is now the largest in over a decade. Due 
to the conservative dividend policy, the book value of 
the common stock has been built up from $2.41 in 1936 
to $8.96 in March, 1943. The company is planning to 
develop its Mexican and South American markets. It has 
a 24% equity interest in Certain-teed Products, also in 
the building industry. 

American Seating, selling fairly near the year’s low, 
should have an excellent post-war backlog of demand 
for seating equipment for schools, theatres, churches and 
public buildings. The capitalization is conservative and 
the current ratio of 5.4 to 1 as of June goth this year in- 
dicated the company’s strong financial position. The 
stock has a book value of over twice its current market 
price. While it obviously lacks dynamic appeal, its in- 
vestment quality and attractive yield, combined with the 
current market position, give it attraction. 

Pennsylvania Railroad is selling around the year’s low 
level and at only half of the 1937 high, when earnings 
were about one-third of the present figure. The road’s 
accounting has always been of extremely conservative 
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character, permitting it to report earnings in years like 
1932 and 1938 when many other railroads were “in the 
red”.- This is largely due to the stability of “other in- 
come” which usually exceeds half the fixed charges. One 
of its best investments is 44.7% of the stock of Norfolk 
& Western, highly profitable coal carrier. There are also 
substantial holdings of leased line securities, and a con- 
siderable backlog of cash assets is tucked away in the 
wholly-owned Pennsylvania Co. In 1942, the excess of 
current liabilities over current assets reflected the setting 
up of a $108,000,000 contingency and tax reserve. Cash 
on hand is considered sufficient to take care of near-term 
bond maturities. The company has probably the best 
dividend record among American corporations, having 
paid continuously for 95 years. With a current yield of 
over 10%, this stock would seem entitled to a better in- 
vestment rating than is reflected in the present price 
level. 

Great Northern is also selling near its year’s low and 
about 30% under the year’s high. With earnings for the 
current year estimated around $10, the excess over the 
$2 dividend will doubtless be devoted to debt retirement; 
fixed charges have already been reduced 35% since 1934, 
including $18,000,000 Series G bonds retired in 1943. 
Current large earnings are, of course, due largely to 
heavy transportation of iron ore from the Mesabi range 
in Minnesota, but loss of this excess business in the post- 
war period should probably not endanger the present 
moderate dividend rate. Grain movement for export 
may show an improvement after the war, and lumber 
shipments should be sustained by activity in the building 
industry. 

The oil stocks have made a disappointing showing in 
recent months and Pure Oil, which sells at a conservative 
ratio to earnings, is about 22% under the year’s high 
(though it remains substantially above the low). The 
outlook for the oils seems largely dependent on the ef- 
fort to obtain an increase of 35 cents a barrel in crude 
oil prices, a move which appears to be favored by Secre- 
tary Ickes as Fuel Oil Administrator but which is 
frowned on by OPA as inflationary. Recently there have 
been reports that Congress might consider giving Mr. 
Ickes entire control, which, if consummated, would 
doubtless tend to revive interest in the group. 

Pure Oil, which formerly had an irregular earnings 
record, increased its share earnings substantially in 194 1- 
as compared with earlier years, largely due to the de- 
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velopment of oil in Illinois. While production in that 
state is now declining, the Cumberland pool in Okla‘ 
homa and new discoveries in ‘Texas and Louisiana 
should help to maintain production at favorable levels, 
‘The company along with others will benefit by improve 
transportation conditions, including the development o 
new pipelines, construction of barges, etc. Operations ard 
well diversified in production, refining and distribution, 
products being marketed in 27 states through 12,327 re 
tail outlets, largely in the middle west and south. Com; 
mon dividends have been held to a conservative basis; 
which has built up book value about one-third sinc 
1937. Due to the large amounts of preferred stock out 
standing, in addition to a moderate funded debt, the 
stock possesses some leverage. 

Douglas Aircraft is of interest because of the recen 
culogistic stories describing Donald Douglas’ career, tron 
his beginnings in a small shop to the present “billion 
dollar” status. Like other aviation manufacturing stocks 
the issue is practically at the year’s low, nearly 40% un 
der the high, and is selling at about 3 times estimatec 
current earnings. The interesting point is that even i 
the pre-war period, with relatively small earnings and n 
dividends, the stock sold at substantially higher levels; 
the present price has been exceeded in every year sub 
sequent to 1934. While a large part of the present huge 
backlog and sales may be lost in the post-war period, th 
company’s record as a developer of new aircraft types 
should maintain its leading position in the post-war in 
dustry. While present market mtcrest in the group seem 
geared to the war, and news ol peace overtures migh 
force the stock temporarily to lower levels, it might on 
the other hand respond to any indications of a longer 
than-anticipated duration of the war. Regardless of these 
interim fluctuations, its pre-war record and strong finan4 
cial position would seem to entitle it to a price recovery 
eventually. 

Mack Truck is currently around 31 compared with the 
vear’s range of 3714-28. The stock has paid dividends 
for 21 years, and with no funded debt and satisfactory 
working capital position, it possesses investment calibre 

























despite the irregularity of earnings and_ price. 
value at the end of last year was over $73 a share. As the 
leading producer of trucks and an important maker o 
busses and fire-fighting equipment. the company shoul 
he in position to maintain a normal sales volume in the 
post-war period despite loss of war business. 

Collins & Aikman, a leading 
maker of upholstery fabrics for 





the automobile industry, became 


Est. Price Re Alas. : 
Price Indic. Yield Est. 1943 Earn. a notable “war casualty” since i 
about Range Div. Rate about Earnings Ratio could not convert readily o 
a RS Sty TOF ee eee ee : ; profitably to war work. Suspen 
ly 346 3% is oa . . = ° © 
ne Hey = M4 95, 1.00 19°; 4 7. sion of automobile production 
McCrory Stores 15 1734-1114 1.00 6.7 2.20 6.8 together with expenses inciden- 
— Jackson +8 esas a re ee i tal to change-over of facilities to 
elotex 2 “40 yy ° ° ° . ‘ i ‘aD: > E nine 
Collins & Aikman 24 985-1714 — —- 2.25 .0lUt —— Pipa. “a 
Glidden 18 993-143, 90 5.0 1.60 113 — ed materials — in 
Paramount 22 30 -1515 1.30 6.0 4.10 5.4 a sharp contraction of carnings 
Philco 20 2614-133, 75 3.8 2.50 8.0 which in 1941 fell to $1.07 per 
Kennecott 30 35 74-285% 3.00 10.0 4.50 6.7 share neaieee Se ar in 1¢ so 
Mack Truck 31 3714-28 3.00 9.7; 4.00 7.8 oe a 940- 
Pan-Amer. Airways 29 4314-2315 1.00 3.5 2.00 14.5 year, a delicit OF 13C was report 
Douglas Aircraft 45 73 19-447 5.00 11.1 15.00 3.0 ed. Meanwhile the company has 
——— -% 14S er he ‘- - Hee =: turned the corner and earnings 
ure Oj % - x : 3 ; MERE ranenes ea 
Penn. RR. 24 321,931, 250 10.4 6.25 3g _—sihave improved measurably “a 
Gt. Northern 23 32 74-21 7, 2.00 8.7 10.00 2.3 a 1943 net of about $2.25 ind 
Republic Steel 16 2015-14 1.00 6.3 2.25 a4 cated, a marked improvement. 
United Aircraft fh a. ky ed Fe raped -: The stock’s main attraction, 
Ya 2 ° . . . 


Freeport Sulphur 


(Please turn to page 262) 
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a longer} 


with the 

dividends 
tisfactoryy Resumption of coal mining has resulted in a 
t calibregrbound of more than +wo points in this pub- 
WJication's index of per capita business ac- 
e. As thetivity during the past fortnight, with all com- 
maker oljbonents of the index, save electric power out- 
'y shouldbyt and bank debits outside New York City, 
ne in thdfeporting better than normal seasonal gains. 
_ |War production jumped nearly 5%, in Octo- 
| leadingfher to a level 70% above last year and 6l/, 
hrics {otimes the volume reported for the pre-Pearl 
» becamedtarbor month of November, 1941. Aircraft 
roduction reached a new high at 8,362 planes, 
ngainst 7,598 in September. 
















* * * 


The munitions industry, having virtually 
tompleted its program of capital expansion in 
the form of plant construction and stockpiling, 
now concentrating on mass production of 
weapons needed for replacement and, with 
haracteristic Yankee ingenuity, is proceeding 
lo turn out more and better war implements 
vith less raw material and at lower cost than 
riginally anticipated. The Army has decided 
that it can get along with 548,000 fewer men 
ifhan the 8.2 million called for by earlier plans. 


S Te port: 


»vement. =~ = 


traction] |n consequence of the resulting savings, in 
262) happy conjunction with an unanticipated jump 
in tax receipts, the Budget Director now says 
STREET (Please turn to following page} 
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CONCLUSIONS 


MONEY AND CREDIT—Fourth War 
Loan Drive, for $14 billion, starts Jan. 
18. Savings bond redemptions now at 
annual rate of 8°, of total outstand- 
ing, against 3.6% a year ago. 


TRADE — Commerce Depariment 
places 1943 retaii store sales at $62.9 
billion—9°/, above last year in value; 
but up only 1°, in volume. 


INDUSTRY—Runaway inflation im- 
probable in face of huge Government 
inventories; but prices may continue 
to rise for several months despite ap- 
proaching peaks in war expenditures, 
business activity and bank credit ex- 
pansion. 


COMMODITIES—Spot price aver- 
age rebounds a little in past fortnight; 
but is still 29 under the September 
peak. 
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Inflation Faetors 








Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (¢f) $b Nov. 24 1.72 1.99 1.25 0.43 
Cumulative from Mid-1940 Nov. 24 145.1 143.4 61.4 = 14.3 (Continued from page 255) 





FEDERAL GROSS DEBT—Sb 


that war expenditures for the current fiscal 
Nov. 24 165.0 165.6 92.9 55.2 year will total only $92 billion instead of the 
$100 billion estimated on Aug. |, and that the 





MONEY SUPPLY—S$b 


Demand Deposits—I01 Cities ........ 
Currency in Circulation .................- 


government deficit will be $10.9 billion less 
Nov. 24 322 326 30.2 243 than the $67.7 billion then expected. 


Nov. 24 19.7 19.6 14.6 10.7 * * * 





BANK DEBITS—13-Week Avge. 


New York City—$b 
100 Other Cities—$b 





Loan Drive will open on Jan. 18 and close Feb. 


The Treasury announces that the Fourth War || 





Nov. 24 5.07 4.99 3.77 3.92 | 15; though subscriptions for savings bonds and 


Nov. 24 7.62 7.56 6.23 5.57 notes received between Jan. | and Feb. 22 will 





INCOME PAYMENTS—$b (cd) 


Salaries & Wages (cd) ................ 
Interest & Dividends (cd) ............ 
Farm Marketing Income (ag) ........ 
Includ'g Govt. Payments (ag) ...... 


be credited to the drive. The goal is set at 


Sept. ~ 12.54 11.68 10.45 8.11 | $14 billion—$I billion less than in the Third War 
Sept. 8.68 8.47 7.08 5.56 | Loan Drive—with $5.5 billion to be raised from 
Sept. 0.99 0.47 0.89 0.55 | individuals. From Jan. 18 to Feb. | only sales 
Sept. 1.94 1.77 1.73 1.21 be Saliiieals ols — eo 

rey 2.00 185 1.75 128 © individuals will be repor y the Treasury. 


Commercial banks will be allowed to subscribe 





up to a limited proportion of their time deposits. 














CIVILIAN EMPLOYMENT (cb) m Oct. 51.9 §2.5 52.4 50.2 

Agricultural Employment ag 7 — : ei ~ _ = a 
i sere il Oct. 59 59 57 45 Sales of War Savings Bonds last month 
UNEMPLOYMENT (cb) m Oct. 0.7 0.8 1.6 3.9 amounted to about $780 million, compared with 
only 735 million in November, 1943, despite the 
record total of $1,927 million subscribed during 
FACTORY EMPLOYMENT (Ib4) Oct. 170 170 161 141 She dion tu Geatnedie:, There ane Sulhaalbons, 
NowDereble Goode] Ochs 24 0. | However, that the drives are feeding out savings 
FACTORY PAYROLLS (Ib4) Sept. 328 322 262 189 | bonds to individuals faster than they can be 
assimilated. About a third of sales made in the 
FACTORY HOURS & WAGES (Ib) September drive was facilitated by resort to bank 
AN nn sacstnensh Sept 007 “| 24 403 credit which is still in process of liquidation. 
Hourly Wage (cents) Sept. 99.3 965 89.2 78.1 Redemptions of War Savings Bonds last month 
Waokly Wage ($) Sept. 44.39 43.52 37.80 32.79 | amounted to around 2/3 of 1% of the total 


amount outstanding, compared with only 3/10 





PRICES—Wholesale (Ib2) 





fly i , 1942, St therwise: 
Note 0 sen tee | ee Be et ee 
aet sales of Savings Bonds last month approxi- 






































Retail (cdlb) Sept. 134.7 133.9 126.4 116.1 | cated only $600 million, against $692 million 
for November, 1942. 
COST OF LIVING (Ib3) Oct. 124.4 123.9 119.0 110.2 a 
Food L_crreeesctenssensesensesenseccnnsennessnnnscanes Oct. 138.2 137.4 129.6 113.1 
— ace 8 133.0 132.5 ned to With the reservation that military operations 
j ; 7 at some future date might call for a sharp step 
up in the tempo of armament production, it 
RETAIL TRADE appears that cutbacks and cancellations of war 
Retail Store Sales (cd) $b ........ Sept. 5.35 5.09 4.97 4.72 | orders may soon reach deflationary dimensions 
Durable Goods .......-----nseeseeeneee Sept. 0.77 0.78 0.82 1.14 | unless the theatened slack in employment and 
Non-Durable Goods Sept. 4.58 4.31 4.15 3.58 ais wal aw tak b 
Chain Store Sales (ca) Oct. 181 179 rT 15) | excess output of raw materials are taken up by 
Dept. Store Sales (rb) (I) .......... Oct. 145 132 128 116 | @ suitable increase in output of civilian goods. 
Dept. Store Stocks (rb2) ............ es Oct. 103 110 15 95 The Government is fully aware of this need 
but must proceed cautiously in order to avoid 
MANUFACTURERS’ .... ..... the greater danger of hampering our military re- 
New Orders (cd2)—Total ............ Sept. 282 275 264 212 | quirements. There is also an unavoidable time 
ROR RIOND ROIS acoso cccsctntneens Sept. 423 406 390 265 | tag bet mea f al dial 
Non-Durable Goods .................... Sept. 192 191 183 a ee re ee ee er ee eee 
Shipments (cd3)—Total Sept. 261 258 224 183 | resumption of civilian operations. For these rea- 
SaraDle Goods... Sept. 356 354 283 220 | sons a mild recession in seasonally adjusted 
Non-Durable Goods 0... Sept. 187 183 177 155 | indexes of business activity is likely tc become 
noticeable within the next few months. 
BUSINESS INVENTORIES—$b 
End of Month (cd)—Total ............ Sept. 27.8 27.6 29.0 26.7 sii Ta 
Manufacturers’ ooo... eecseeeeee Sept. 17.7 17.6 17.4 15.2 . : A 
Wi tecalars® Sept. 3.9 3.9 42 46 Although war expenditures, business activity 
2 rete tie lieth cece ted. Sept. 6.2 6.1 7.4 6.9 and bank credit expansion are nearing their 
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aeeineiiiiineteieen ee 
PRODUCTION AND TRANSPORTATION 
oe Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
LOOK Date Month Month Ago __— Harbor 
BUSINESS ACTIVITY—I—pc Nov.20 128.9 127.4 118.0 118.2 pos 
(M. W. S.)—I—np ieee Nov. 20 156.0 154.0 143.3 139.5 peaks, prices in many instances have not yet 
caught up with costs. During September and the 
rent fiscal INDUSTRIAL PRODUCTION (rb3) Oct. 245 244 215 174 | first three weeks of October, OPA approved 97 
Durable Goods, Mfr. .........--.------+- Oct. 372 369 311 215 | price advances, but ordered only 22 rollbacks. 
dof the |f] Non-Durable Goods, Mfr. ........--- Oct. 179 178 165 41 
1 that the 
ani * * 6 
illion less |! STEEL INGOT PRODUCTION 
(st)m Oct. 7.79 7.49 7.58 6.96 
Cumulative from Jan. I ...............- Oct. 74.08 66.29 71.55 75.69 In view of the advanced stage of the war we 
can not share the fear that further moderate 
rth War ELEC. POWER OUTPUT upward adjustments of wages and prices here 
slose Feb. (K. W. H.)m Nov. 20 4,513 4,483 3,795 3,369 | and there over the next few months may touch 
onds and off an inflationary explosion. On the contrary, 
b. 22 will ooooey —e — “ “ 37 93.5 we would suggest that inflation alarmists keep 
en) $m . ; ; one 
is set at Cumulative from Jan. | ...........- Nov. 25 2,885 2,819 8896 5,692 | their eyes on the $70 billion dollars worth of 
hird War outdated and surplus inventories which, accord- 
sed from PETROLEUM—bbls. m ing to the Small Business Committee, the Services 
nly sales Crude Output Daily 0.0.0.0... Nov. 20 4.41 444 3.91 4.11 | now have on hand. 
Treasury. Gasoline Stocks —................. ace Nov. 20 69.00 68.62 74.74 87.84 
subscribe Gueli@ir Stocks, =.....2-.......- Nov. 20 62.66 62.65 77.80 94.13 * * * 
; Heating Oil Stocks Nov. 20 45.77 45.52 50.08 54.85 
deposits. 
CARLOADINGS—+ ae 882 848 837 833 Christmas shopping began early this year, and 
| er Nov. 20 55 52 46 43 | in the week ended Nov. 20 department store 
t month CE ee ey ener Nov. 20 188 167 167 150 | sales rose to 21% above last year, compared 
ired with lt & Miscellaneous ...... Nov. 20 400 394 397 379 | with increases of only 14% for four weeks and 
spite the — otctde lee i . ys yo a. = 12% for the year to date. The Commerce De- 
d during Sip cays Saale ng a ; partment estimates that retail store sales this 
lications, GENERAL year will reach the record total of $62.9 billion 
: ‘ _9° ee F ° 
aang Bituminous Coal Prod. (st)m ........ Nov. 20 12.70 11.27 11.72 10.80 |” 9% above last year in value; but up only 1% 
can be Lumber Production (bd. ft.)m ........ Nov. 20 635 627 633 632 | in volume. Available whiskey stocks are smaller 
le in the Paperboard New Orders (st) ¢ .... Nov. 20 127 153 146 165 | than shown by the accompanying figures, after 
oibant No. Am. Newsprint Prod. (st)t .... Oct. 347 339 378 41! | allowing for reserves of over 100,000,000 gallons 
Lidati Do., Stocks (mpt) End Ho. (st)t .... Oct. 615 631 892 745 |; ; blendi 
: - a Whiskey Stks. End Mo. (tax gals.)m Oct. 399 406 488 506 ee ea eee 
+ mon 
he total ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
ly 3/10 Dept., Jan., 1939—1!00. cd3—Commerce Dep't., 1939—100. cd Ib—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
herwise: data. en—Engineering News-Record. |—Seasonally adjusted Index, 1923-5—100. lb.—Labor Bureau. |b2—Labor Bureau, 1926—100. Ib3— 
approxi- Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—Millions. mpf—At Mills, Publishers & in Transit. np—Wéithout compensation 
milli for population growth. pc—Per capita basis. rbp—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
_— 100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
i No. of 1943 Indexes (Nov. 14, 1943, Cl—100) High Low Nov.27 Dec. 4 
ones Issues (1925 Close—I100) High Low Nov.27 Dec.4 | 100 HIGH PRICED STOCKS... 68.01 52.87 59.62 60.27 
irp step 273 COMBINED AVERAGE... 89.9 54.5 73.0 74.3 100 LOW PRICED STOCKS...... 88.00 43.61 67.11 68.93 
tion, it 
Ms 3 Agricultural Implements... 156.5 105.2 1324 136.6 | 3 Liquor (1932 Cl.—100)........ 3025 197.1 2835 281.7 
alia 9 Aircraft (1927 Cl—100)...... 179.2 112.7 114.6 112.7e | 8 Machinery 2 111.6 82.6 98.2 99.7 
nensions 5 Air Lines (1934 Cl—100)...... 560.3 363.1 425.2 419.6 Waele Orde@te = 91.8 61.8 81.7 84.3 
snt and UCC nee 78.4 40.2 60.4 64.0 3 Meat Packing... 62.0 34.9 49.7 49.4 
| up by 12 Automobile Accessories.......... 142.1 83.0 104.8 107.0 10 Metals, non-Ferrous................ 155.7 106.8 117.0 115.1 
13 Automobiles 000... 21.0 97 15.4 15.5 ot RO ence ee 13.5 9.0 12.2 12.5 
goods. 3 Baking (1926 Cl.—100).. 15.0 85 12.0 12.2 | 21 Petroleum on 1414 869 1188 119.7 
is need 3 Business Machines.................. 197.1 129.4 163.5 169.0 6G) Public: Utilities. 58.1 23.2 44.3 45.6 
> avoid 2 Bus Lines (1926 Cl—I00)... 96.6 54.9 81.2 83.9 3 Radio (1927 Cl—100).......... 26.1 12.1 19.0 19.4 
Nees dais SUG MMNICAS ohio k iccrsees 194.7 153.5 169.5 168.7 7 Railroad Equipment................ 57.4 32.1 43.6 45.4 
dh 13 Construction ..... 38.0 23.3 30.6 ve ¢. 2. ee 18.6 9.8 12.7 12.9 
le time 5 Containers _.......... 240.4 177.1 210.0 210.4 2 Shipbuilding .... 106.1 61.2 61.2d 63.4 
actual 8 Copper & Brass 82.5 61.8 62.2 G.Sart SSatf Deintse 337.1 197.8 286.4 294.3 
aeureas ZPD Alby PROGUCER: on coos 40.5 29.7 EL 38.1 12 Steel & Iron 79.3 57.6 63.8 62.9 
eer 6 Department Stores ................ 32.2 15.4 26.8 27.9 2 Sugar 47.2 32.2 38.1 37.3 
ni 5 Drugs & Toilet Articles........ 89.6 50.9 79.6 81.2 2 Sulphur 196.2 161.9 1623 161.98 
become 2 Finance Companies................ 237.3 152.6 215.0 213.5 3 Telephone & Telegraph........ 114.4 67.0 100.7 102.3 
G Food (Brands, 131.9 85.5 114.4 117.4 CC ee eo 56.7 33.7 43.9 45.2 
DIROGM HONG. 5 47.8 37.7 45.3 45.7 3 Tires & Rubber 27.7 16.5 23.7 24.5 
4 Furniture .. 63.5 35.0 52.0 54.9 SACLE a rene ae 67.7 52.2 57.3 57.8 
a 3 Gold Mining... 1000.7 610.3 818.5 859.4 2 Variety Stores... 233.8 182.4 208.3 210.5 
activity 6 Investment Trusts.................... 39.1 22.7 31.4 32.5 | 20 Unclassified (1942 Cl—1i00) 190.0 100.0 143.3 147.7 
their 
: New LOWS since: a—!942; d—1939; e—1938. 
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Trend of Commodities 


The Labor Bureau's price index of 7 domestic agricul- 
tural commodities staged a recovery of about half of one 
per cent since our last issue; but is still 294, under the war 
time peak touched two months ago. A number of farm 
staples sold off for awhile under rumors of an early end to 
the war in Europe and then rebounded following Secretary 
Hull's statement that such hopes are Nazi inspired to 
undermine our morale. Wheat spurted to a new 18-year 
high upon announcement that the R. F. C., beginning Dec. 
i, will allow subsidies to flour millers liberal enough to 
enable them to pay as high as parity for the bread cereal. 
The rise was helped along by heavy Government purchases 


of flour and reports of a possibly poor winter wheat crop 
in the Southwest. A rally in cotton was assisted by an. 
nouncement of the mid-November parity priec of 20.7] 
cents a pound—13 points higher than for October. Corn 
sales have come to a virtual standstill pending disclosure 
of a promised upward revision of ceiling prices. Support 
loans on the 1943 crop throughout ihe mid-western belt 
will average about 10% higher than on the 1942 crop, and 
23% to 33% higher outside the corn belt. FDA says that 
civilians will get 75% of U. S. production for 12 months 
ended Sept. 30, 1944, Armed Forces 14°/, and lend-lease 


11°%, about in line with expectations. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3Mo. 6Mo. | Yr. Dec. 6 
Nov. 27 Ago Ago Ago Ago Ago 194! 

178.0 177.8 178.1 177.8 176.3 170.2 156.9 
167.6 167.5 167.9 167.4 167.5 162.1 157.5 
185.0 184.8 185.0 184.9 182.2 175.6 156.6 


28 Basic Commodities 
11 Import Commodities 
17 Domestic Commodities 


12 Foodstuffs 
16 Raw Industrials 000000... 


Date 2 Wk. Mo. 3Mo. 6Mo. | Yr. Dec.6 
Nov. 27 Ago Ago Ago Ago Ago 194! 
214.0 213.1 214.4 215.3 208.8 187.2 163.9 
204.3 203.5 203.3 203.3 201.4 192.7 169.2 
160.4 160.5 160.9 160.5 159.9 154.9 148.2 


7 Domestic Agricultural 
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DOW JONES 
COMMODITIES INDEX 























Average 1924-26 equal 100 
1943 1942 1941 1940 1939 1938 1937 
High 95.11 88.88 84.60 64.07 64.67 54.95 82.44 
Low 88.45 83.61 55.45 48.74 46.50 45.03 52.03 
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MOODY'S INVESTORS 
SERVICE INDEX 























15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 


1943, 1942 1941 1940 1939 1938 1937 
High . 249.2 239.9 219.9 171.8 172.3 152.9 228.1 
Low ... 240.35 220.0 171.6 149.3 138.4 130.1 144.6 
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Varying Positions of Steel 
Companies 





(Continued from page 245) 
profits on an ultra-conservative basis. 
1943 Net is now estimated at about 
$1.60 per share versus $2.67 last 
year, reflecting the last-mentioned 
factors rather than any adverse turn 
in the company’s operations. 

The stock currently sells about 
§ times 1942 earnings, and 10 times 
estimated 1943 net. The latter, paral- 
leling the performance of steel com- 
panies generally regarded — most 
favorably situated, is indicative of 
the fairly optimistic market judg- 
ment in discounting the company’s 
prospects, 

Allegheny-Ludlum, second largest 
allov maker, shares with Republic 
leadership and potentialities in the 
field. Unlike Republic, it is not 
completely integrated and purchases 
limestone and pig iron from outside 
sources but considering the present 
high wage structure, this is hardly a 
disadvantage. The campany’s well 
established trade position should be 
helpful in meeting post-war compe- 
tition, and there appear to be real 
possibilities in its new Pluramelt 
steel, a revolutionary product. Serv- 
ing largely consumer durable goods 
industries, post-war prospects are 
promising. A clean-cut capitalization 
and low break-even point of opera- 
tions impart considerable earnings 
leverage. The latter is demonstrated 
by the virtual doubling of the profit 
margin — before depreciation and 
taxes—from 11% in 1939 to about 
22% in 1942. This year’s net should 
approach at least last year’s of $3.71 
per share, compared with the 1941 
peak of $3.86; due to higher taxes, 
arnings in recent years, as in the 
case of other steel companies, have 
not expanded in proportion to sales. 
Selling about 7 times estimated 1943 
net, and little more than 10 times 
1937 net of $2.15 per share, the 
stock should have market possibili- 
lies once the peacetime outlook be- 
comes more clearly defined. 

In the light steel field, Acme Steel, 
Inland Steel and National Steel are 
considered best situated, all selling 
around 10 times 1942 earnings. 
Acme Steel, concentrating on hot 
and cold rolled strip steels, can look 
back on a most favorable earnings 
and dividend record, showing a small 
profit even in the depth of depres- 
sion in 1932. A compact and efficient 
unit, and principally supplying the 
automobile industry, its potentials 
are decidedly better than average. 
Outlets include virtually all types 
of manufacturing activity, a fact 
1943 
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largely responsible for the com- 
pany’s marked stability of earnings. 
Finances are strong and capitaliza- 
tion consists of a relatively small 
common stock issue only, affording 
great earnings leverage. Good cost 
control and efficient management 
which holds a substantial part of the 
common, are added _ factors of 
strength. Selling only g times 1937 
carnings of $5.78 per share, existing 
market possibilities are obvious. On 
virtually every count, Acme has long 
been our favorite in the steel field. 

Inland Steel, a highly compact 
and fully integrated low-cost pro- 
ducer with about 60% of output con- 
sisting of light steel products, has 
also a remarkable earnings and 
dividend record though in 1932 a 
deficit was incurred. The longer 
term average shows earnings of bet- 
ter than $6 per share, with dividends 
averaging about $4. In point of net 
earnings on invested capital, the 
company ranks first. Over the long 
run, Inland should increase some- 
what further its proportion of the 
total available business, extending 
the trend of pre-war years. As the 
seventh largest steel maker, the com- 
pany produces a full line of steel 
products except pipe and wire, and 
supplies a wide range of important 
industries including the automobile, 
farm equipment, industrial ma- 
chinery industries, railroads, the 
building and container trades, im- 
parting considerable stability of sales 
and earnings. Selling barely g times 
1937 earnings of $8.05 per share and 
slightly below book value, the cur- 
rent price hardly reflects post-war 
potentials and the company’s out- 
standing financial position, high- 
lighted by a rise of $70.5 million in 
total assets between 1929 and 1940 
against an increase in funded debt 
of only $20.2 million. Working capi- 
tal is $55.89 million compared with 
$42.27 million in 1937. 

A close rival is National Steel, 
filth largest ancl well integrated pro- 
ducer. Predominance of light steel 
output and advantageous plant loca- 
tions have tended to keep operations 
above industry average and earnings 
were well maintained even during 
the depression years. Conservative 
dividend disbursements tended to 
bolster working capital in the face of 
heavy plant expenditures during the 
last decade. Consuming channels in- 
clude most leading industries with 
the automotive field taking about 
one-third of output which should 
greatly enhance post-war potentials. 
Selling over 10 times 1942 net and 
barely 7 times 1937 net of $8.21, the 
stock should be in line for con- 
siderable appreciation once peace- 
time production draws nearer. 


NOTE—From time to time, in this 
there will appear an advertisement which ue 
hope will be of interest to our fellow Amer- 
icans. This is number five of a series. 


SCHENLEY DISTILLERS CORP., N. Y. 


The Past Ten Years 


Just ten years ago an amendment 
to the Constitution of the United States 
was repealed. An articulate people had 
spoken its piece. And so that “ignoble” 
experiment was written off, as an ac- 
countant would say, “with a_ loss.” 
For we did lose something. We lost. 
temporarily, that most precious of all 
things that civilized man has striven 
for to respect for the sacred rights of 
the individual; respect for constitu- 
tional authority. Just turn back to the 
chapter in our history that deals with 
the prohibition period. See the “scars” 
that illustrate its pages. Not long ago 
they were still livid; now they are 
paled by the healing influence of time. 
But they are still vivid in the memory 
of those of us who lived in that period. 
Not a pleasant picture, in retrospect. 

We are again at WAR. Now we 
really are fighting with every ounce of 
our resources—to continue our right to 
think and talk and worship as we 
please—our right as individuals. So 
that it can’t happen again, let us visit. 
mentally, the chamber of horrors of 
the prohibition period. Let us compare 
that period with “the last ten years.” 

And, let us who are forced to stay at 
home while our sons are absent fight- 
ing for us—let us guard the home 
front against all manner of schemes 
that could wreck us from within. And 
may we remind those who just can’t 
think of all things these days: ten 
years ago, the Alcoholic Beverage In- 
dustry began providing much needed 
revenue for our government which 
reached a point where its total was sec- 
ond only to the National Income Tax! 
Ten years ago the Alcoholic Beverage 
Industry began providing work for 
thousands in its own industry and in 
related industries—when there were 
twelve million willing to work. 

Ten years ago, the Alcoholic Bever- 
age Industry began the construction of 
new plants and the rehabilitation of 
old ones which were literally converted 
“overnight” to the making of precious 
alcohol for wartime purposes when 
the emergency arose. Not a drop of 
whiskey is being made today by anv 
legal American distillery. The whis. 
key which is now being voluntarily 
rationed to the trade ... and in many 
places by the trade to the consumer 
. . . Was made in peacetime. THE 
PAST TEN YEARS! Think of the 
preceding ten years . . . years of pro- 
hibition which did not prohibit. 

MARK MERIT 
of Schenley Distillers Corp. 
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Best situated among heavy steel 
producers is U. S. Steel, industry 
leader and erstwhile market favor- 
ite whose record is too well known 
to require much amplification. Ex- 
ansion into the lighter steel field 
0 checked the previously declining 
trend in relative trade importance 
but volume continues the prime de- 
terminant of costs and earnings. 
While henceforth the preponder- 
ance of heavy steel output will be 
less of a drag in poor times, the 
“break-even” point remains rela- 
tively high and cost factors decisive, 
but as soon as operations rise over 
70%, Steel has always been an excel- 
lent earner. If we get anything ap- 
proaching the post-war recovery 
boom so frequently prophesied, the 
company should operate around 
80% or higher, probably near 90%, 
for several years. At that rate, earn- 
ings in the past were quite substan- 
tial. “Big Steel” will enter the post- 
war era in vastly improved condition, 
financially by virtue of its lavish re- 
serve policy and technically as the 
result of tremendous and hardly re- 
alized technological and plant im- 
provements. These factors should 
make themselves felt in the form of 
sharply stepped up earning power, 
far from discounted by the current 
price of the common. For that rea- 
son, Steel may yet turn out to be 
one of the most promising specula- 
tions on our post-war recovery. 

Both in point of post-war per- 
spectives and war-time earning pow- 
er, steel shares as a group appear 
undervalued. Mistakenly, in our 
opinion, they are rated as war stocks 
in the first instance under complete 
disregard of the importance of steel 
to our post-war recovery and normal 
peacetime prosperity. Equally ig- 
nored is the truly outstanding tech- 
nological progress of the steel in- 
dustry during the war which often 
is hardly realized and may have im- 
portant effects on post-war earning 
power. Nor has there been too much 
emphasis on financial progress as 
illustrated in the accompanying sta- 
tistical table. 

The “prince and pauper” idea, 
seemingly, is still a powerful psycho- 
logical factor in public appraisals of 
longer term prospects but we believe 
that with proper selection and tim- 
ing, the steel group should offer 
excellent speculative media for the 
recovery period. Right now, prices 
are nearer the lows than thc highs 
of the year but of late, resistance to 
market pressure has been quite 
good. If anything, it should indicate 
that steels are in as good a position 
as any to lead a market 1ebound 
once a turning point has _ been 
reached. 
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Investment Audit of Farm 
Equipments 





(Continued from page 242) 


principally of the lighter types. ‘The 
concern made good progress in a 
normally highly competitive field 
and managed to treble its sales since 
1935 but increase in net proceeded 
at a Slower pace. Yet per share earn- 
ings were consistently good, aided by 
a small capitalization. To build 
working capital, dividends 1emained 
conservative. 

For technical reasons, the company 
has been unable to do much war 
work but volume up to 1942 was well 
maintained due to large inventories. 
A decline is likely this year but 
should be moderate and with restric- 
tions on normal output greatly lib- 
eralized, a sizable rebound in volume 
apd some improvement in earnings 
is indicated for the nearby future. 
The company has the benefit of a 
progressive management, is financial- 
ly well situated and prospecis should 
conform at least to industry average 
presaging good earnings for a num- 
ber of years. 

Listed on the N. Y. Curb Ex- 
change, the stock of late has been 
somewhat sluggish but should perk 
up with the return to normal busi- 
ness on a larger scale. It currently 
yields about 6% and is selling 7 
times 1942 earnings. Over-all pros- 
pects appear modestly capitalized at 
current levels of about 18, somewhat 
below book value of $20.05, per share 
and holding close to the year’s high 
OL 2174. 

Last but not least, we mention 
Caterpillar Tractor, not strictly an 
agricultural implement maker but 
with an important stake in that field 
by reason of its large tractor output 
which normally accounts for 50% of 
total sales. The bulk of production 
ccutinues in regular lines though di- 
rectly or indirectly used for war pur- 
poses. For the first ten months this 
year, net came to $3.54 per share 
compared with $3.72 for the entire 
last year; total 1943 net should be 
close to $4.50 per share. 

Sales will remain high for the du- 
ration and potential future markets 
appear good for track-type tractors 
and diesel engines although compe- 
tition in both fields is increasing and 
Caterpillar’s over-all sales will prob- 
ably be mainly governed by the vaga- 
ries of demand for heavy construc- 
tion machinery but here too the 
immediate post-war outlook is prom- 
ising. Company’s capitalization is 
ciean-cut, only notes payable of 


$1.50 million preceding the common. 
The company’s recognized earning 
power reflected in unusually steady 
dividend payments lends the reason- 
ably priced common stock fair ap- 


peal. The equity, yielding about 
5%, is currently hovering around 


the year’s low of 403% and sells about. 


11 times 1942 earnings and barely 8 
times 1937 earnings. That year’s 
price range was 100-40 which should 
be a fair indication of market possi- 
bilities of the stock under auspicious 
niarket conditions. 

Summing up, we are inclined to 
give Deere, Allis-Chalmers and In- 
ternational Harvester an edge over 
the rest of the field if commitments 
are contemplated though timing is 
important. The lesser companies, 
notably Oliver and New Idea, may 
promise relatively higher speculative 
profits, for a time, but risk factors 
are obviously greater. J. I. Case’s ap- 
peal is limited since the stock is in a 
fairly high price area, considering 
today’s market conditions, though 
over-all prospects for the company 
are by no means inferior. Most im- 
portant underlying factor in all cases 
is the excellent industry outlook 
promising sustained high activity 
and proportionate good earnings for 
a considerable period, possibly three 
to five years. 





Shifts in Corporate Earnings 
Outlook 





(Continued from page 226) 


Earnings prospects after full re- 
conversion hinge largely on prompt 
repeal of EPT as we may take it for 
granted that Government and indus- 
try will strive to the utmost to create 
conditions favorable for mainte- 
nance of a high production level 
once the change-over to peace pro- 
duction is completed. Volume, for 
a number of years, should be no 
problem but profits is another mat- 
ter. They should be substantial if 
EPT are repealed promptly after the 
war ends. But will they? So far the 
Government has not committed itself 
to a definite date. Their retention 
would mean profit ceilings which 
could only be justified by prolonged 
and severe unbalance of the national 
budget. Thus the problem boils 
down to a question of fiscal manage- 
ment. 

During war time unbalanced 
budgets are accepted as a matter of 
necessity but were the tax collector 
to assess peace time incomes at pres- 
ent tax rates, Our post-war prosper- 
ity would be gravely jeopardized. It 
would amount, at least for a time, to 
continuance of industry’s war role 
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ss manager of a Government directed 
gonomy, more or less, since profit 
jmitation to certain pre-war averages 
yould certainly tend to kill in the 
hud any resurgence of corporate en- 
irprise and investment activity. 
Only fiscal difficulties of the severest 
grt could conceivably bring this 
bout. 

However, there is no blinking the 
jact that we may face a situation 
where temporary deflationary trends 
due to transitional causes may be 
jeized upon to push through a vast 
pump priming program requiring 
heavy outlays and as a corollary 
continuance of high taxes. Congres- 
ional sentiment fortunately is veer- 
ing away from that type of post-war 
planning and rather would create 
Fonditions enabling industry to as- 
jume the task of providing employ- 
Inent, thereby minimizing pump 
priming needs. Appointment of Ber- 
hard Baruch to the job of formulat- 
ing policies and specific programs to 
jieal with the problems which must 
jrise when war contracts come to an 
nnd is an encouraging sign though 
without strong public support it is 
iby no means assured that any sound 
program he may formulate will be 
accepted by the powers that be. Still 
and,all, anything even approaching 
pre-war taxation appears not in the 
ards for a considerable period after 
the war, and this must be taken into 
consideration in evaluating the long- 
lerm earnings outlook. 

Over-all industrial production 
during the post-war recovery phase— 





jafter reconversion—has been esti- 


jmated by some to average about 


40% below war-time peaks. With 


EPT removed, corporate profits even 
pn this lower volume should ma- 





lerially exceed current results, on an 
over-all basis. With EPT retained, 


jprofits, thanks to the tax cushion 
jmay not take the expected nose dive 


during the initial stages of the re- 
covery period but comparisons would 
tend to become increasingly un- 
favorable thereafter. In some cases 
they would still be satisfactory, in 
many they would not. Any change 
in the tax structure would naturally 
have proportionate effects. This 
makes it plain that prompt repeal 
of EPT after the war ranks perhaps 
frst, from an earnings standpoint, 
among the entire array of reconver- 
sion problems which are likely to 
beset industry. 

The stock market is doubtless 
aware of this as demonstrated by its 
recurrent attacks of “peace fright” 
which have driven equities to levels 
that appear to discount more than 
just the brief transitional phase, a 
profitless period of relatively short 
duration for the great majority of 
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POWER TO WIN 


Here is a Continental Powered Industrial Truck, quickly 
loading a Continental Aircraft Engine into a huge transport. 


Continental activities are many and varied. You'll find Red 
Seal Engines powering planes, tanks, landing boats, 
amphibian command cars, picket boats, farm tractors, trucks, 
buses, concrete spreaders, snow plows, and more than 60 
additional applications. 


Whatever their assignment, on land, sea or in the air, 
Continental Red Seal Engines of all types are building 
a tremendous heritage that will profoundly influence 
America’s Power to Win in the world’s post-war markets. 


Your Dollars Are Power, too... Buy War Bonds 


(Continental Motors [orporation 
MUSKEGON, MICHIGAN 
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industries. Rather, the market's 
doubt, in the’ face of approaching 
peace, revolves around questions of 
public policy, around political rath- 
er than purely economic contours 
which it professes to discern on the 
horizon of tomorrow. In this con- 
nection, it is well to remember that 
the future will be very much what 
we make it. 





Companies Benefitting Now 
From Tax Cushions 





(Continued from page 231) 


the two periods, it was found that 
the “cushion” was less than 1%. 

A number of other companies had 
small percentages of savings of part 
of their net income in 1943 reports 
as compared with 1942. Among them 
are American Viscose, Pittsburgh 
Steel, American Seating, Briggs & 
Stratton, and some of the airplane 
manufacturing and armament mak- 
ers. 

The Square D Co. report looked 
like a good example of such savings 
when first examined, for net before 
taxes was over $2,800,000 under that 
of the year before in the nine months 
to September 30, 1943, and net after 
taxes was only $767,000 down, but 
the actual tax payments had been 
74.6% of net income in 1943 against 
74.1% in 1942. It seemed difficult 
to understand this, in view of the 
fact that excess profits taxes must 
have been much smaller but the 
other taxes may have been figured 
at a larger total in the current year, 
which has been the case in several of 
the companies mentioned above, 
with the normal and surtax pay- 
ments larger in amount in the 1943 
reports on a smaller earnings total. 

Just as smaller pre-tax earnings 
have worked out to save a large 
amount of the excess profits tax pay- 
ments in 1943 in companies such as 
those named here, in examining a 
large number of reports, the reverse 
was found to be the case where net 
incomes before taxes were much 
larger in 1943 than last year. A num- 
ber of reports were found where this 
increase in earnings had been accom- 
panied by such an increase in the 
excess profits taxes that the net after 
taxes was less than in the year before. 

The conclusion that is reached 
from a consideration of these earn- 
ings and tax figures is that many in- 
dustrial companies are not much af- 
fected by the size of the normal and 
surtax rates as they are by excess 
profits taxes, and that they have not 
been “making money out of the 
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war.” Conversely, it may be con- 
cluded that earningswise the return 
from war to peace production, in 
many cases, will hardly have the 
repercussions once feared. 





Speculative Opportunities 
Enhanced By Market 
Reaction 





(Continued from page 254) 


however, lies in future prospects. 
Considering the company’s promi- 
nent position as a supplier of the 
automotive industry, a post-war fa- 
vorite par excellence, the market is 
agreed that the company’s outlook 
holds superior possibilities. As a 
cousequence, the stock displayed 
above average resistance to selling 
pressure and its decline from the 
vear’s high has been rather less than 
10%, leaving the equity nearer the 
vear’s high than its low. The price- 
earnings ratio of about 10.7 to 1 rep- 
resents a most conservative capitali- 
zation of future prospects. Finances 
are thoroughly sound. Working 
capital amounts to $10.26 million; 
cash and equivalent is $1.24 million 
against current liabilities of $1.46 
million. The company whose man- 
agement is known as far-sighted and 
resourceful should do exceedingly 
well after the war; its excellent pre- 
war record can by no means_ be 
viewed as a potential upper limit. In 
1937, On annual earnings of $3.85 
per share, the stock reached a peak 
price of 6234, up from the low of 
18. Today, at 24, it can be con- 
sidered as having barely scratched 
appreciation possibilities which can 
be expected to materialize as soon as 
reconversion of the automobile in- 
dustry is definitely in sight. 

Philco Corporation is among the 
small number of radio manufactur- 
ers who despite intensive competi- 
tion managed to operate on a profit- 
able basis; not only that but the com- 
pany enjoyed a moderate but very 
definite pre-war growth trend in 
earnings, far outdoing its bigger 
rivals such as RCA. Philco has been 
among the largest makers of radio 
receiving sets since 1930 and does 
about 20% of domestic business in 
this field. To diversify operations, 
the company undertook the sale of 
air conditioning equipment (manu- 
factured by New York Ice Machinery 
Corp.) in 1938 and distribution of 
electric refrigerators, manufactured 
by others to the company’s specifica- 
tions, in 1939. 

Prior to the war period, home 
radio receivers accounted for over 
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half of sales and automobile radios 
for about 10%. The remainder of 
volume consisted of refrigerators, 
air-conditioners, storage and dry bat- 
teries, and radio tubes and _ parts, 
Only about 6% of sales went abroad. 
Right along, the company has been 
a leading factor in electronics, tele- 
vision and frequency modulation, 
having been engaged in intensive re- 
search in these fields. Its research 
laboratories are among the most 
modern and extensive. The com- 
pany’s long-term record warrants ex- 
pectation that it will be right in 
front after the war when the struggle 
for markets is resumed. Since back- 
logs of deferred demand are large 
in all products wherein the company 
is interested, a period of high activi- 
ty, variously estimated between 114 
and 3 years, appears assured. Earn- 
ings will largely depend on the type 
of competition it will encounter; in 
the past the company proved its 
ability to meet it effectively and still 
report sizable profits. The common’s 
current price of about go is mid-way 
between the year’s high and low, and 
compares with a 1940 top of 15 and 
a 1941 high of 1214. Since it is list- 
ed only since 1940, no comparison is 
possible with either earnings or mar- 
ket price established for the 1937 
recovery cycle but potentials should 
be considerably above the 1943 re- 
sults currently estimated at well 
above last year’s 1.83 per share. The 
current narrow yield of 3% reflects 
favorable market opinion on_ the 
company’s outlook which on basis of 
a price-earnings ratio of about 12 to 
1 should leave room for further im 
provement once post-war prospects 
are more clearly defined. 

In the aviation field, United Air- 
craft despite the unusual circum 
stances characteristic of this industry 
under war-time conditions has man- 
aged to preserve a healthy financial 
status which should stand it in good 
stead when the time arrives to cash 
in on the admittedly excellent op- 
portunities of the, post-war era once 
reconversion is successfully overcome. 
The company’s balance sheet repre- 
sents a most conservative picture. 
Plant investment has been steadily 
reduced and on June go amounted 
to $15.7 million against $17.3 mil- 
lion at the end of 1940 when the 
war rush really began. This is a 
truly negligible increase, not only on 
basis of the huge volume of business 
done now but also viewed against 
the background of post-war poten- 
tialities which while far below cur- 
rent swollen war-time volume should 
on the other hand be very consider- 
ably above pre-war. Thus the com- 
pany’s cost structure has been kept 
at an unusually low level, a most 
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yvorable factor in appraising future 
rospects. In common with all air- 
aft companies, working capital has 
niled to keep pace with volume yet 
ppears adequate to support to vast- 
y greater post-war volume ol busi- 
yess provided the company emerges 
fom reconversion in good shape. 
{nd this touches upon the most vul- 
yerable point in the aircraft picture, 
lespite reconversion resources which 
save been estimated as high as 5100 
nillion, including working capital. 

‘With the cost of reconversion an 
inknown factor, United despite the 
most sensationally favorable statis- 
ical picture, has been rather in the 
lumps, along with all others in this 
ategory, yet one cannot help feel- 
ing that pessimism is vastly over- 





lone. This brings to mind the re- 
very possibilities inherent in the 
ituation. Both financially and tech- 
hically, United bids fair to emerge 
rom the war as the leader of the in- 
dustry, and regardless of what meas- 
we of contraction the latter will 
have to undergo, should have good 
if not excellent earnings possibilities 
ater return to a normal basis of pro- 
duction. Nevertheless investor doubt 
is such that the market price is now 
dose to the year’s low of 2554, afford- 
ing a yield of over 11%, and estab- 
lishing a _ price-earnings ratio of 
about 5.5 to 1. The latter, inci- 
dentally, is the highest of the entire 
aircraft group for which the aver- 
age is barely 3 to 1. “Thus even mar- 
ket Opinion appears to single out 
United as the most promising of the 
lot, in our estimation correctly so. 
The factor of Government policy, 
vital in the picture, is perhaps the 
sreatest uncertainty making for in- 
vester doubt. Once it is clarified, 
United should, on purely statistical 
as well as general outlook considera- 
tions, do considerably better than 


presently. Admittedly risk factors 
we great but so are enhancement 
possibilities once the former are 


wholly or partially removed. 

Much has been said in the past 
about the relative merits of copper 
shares which have been under a 
doud for the better part of the war 








period. Considerable expansion of 
world-wide capacity, coupled with 
lears of competitive inroads of other 
materials, tended to depress market 
opinion to the extent of making for 
extremely listless and uninspiring 
market action even during last vear’s 
recovery movement of the market as 
a whole. Here, too, pessimism ap- 
pears overdone and as a consequence, 
such an outstanding company as 
Kennecott is appraised by the mar- 
ket at almost ridiculously low ratios. 
Selling near the vear’s low of 285%, 
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Help keep war-crowded circuits clear on 


December 24, 25 and 26. 


Please use Long Distance only if it is vital. 
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and yielding 109%, the price-earn- 
ings ratio is about 7 to 1, abnormally 
low for a company of this calibre. As 
a low cost producer, Kennecott has 
consistently reported operating prol- 
its nearly twice as high as Anaconda 
(percentagewise) and returns on in- 
vested capital averaged better than 
Lom, 

Many holders, or potential buyers, 
seem to be obsessed with the fear 
that after the war, heavy scrap re- 
coveries, competition from light 


and sudden 
military de 


metals and plastics, 

world-wide cessation ol 
mand will result in a tremendous 
surfeit of the red metal with ap- 
palling consequences for the copper 
mining industry. That the industry 
will probably face a dificult position 
cannot be denied but the outlook, 
soberly viewed, can hardly be as 
dark as commonly assumed. More 
especially, it must not be forgotten 
that copper will remain one of the 
most important industrial raw ma- 
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CURRENT BOOKS THAT WILL BE OF INTEREST 
TO YOU! 


Should you be interested in a current book not reviewed here, we will be glad to 


obtain it for you. 


You can obtain any book published through this department, so take advantage of 
the service offered. All books mailed postpaid. 


RIDE ON STRANGER 
KYLIE TENNANT 
The MacMillan Company. 322 pp. $2.75 


A colorful portrayal of youthful reaction to the 
incongruities of modern city life, politics and 
civilization in general. Essentially serious in 
concept, sometimes inclined to be dogmatic, the 
narration is fortunately interlarded with humor- 
ous, often deftly satirical divertisements, adding 
life and flavor to a story of discontent and dis- 
appointment in the heroine’s search for spiritual 
equilibrium and the meaning of life in a shallow 
and materialistic world. While the scene is 
Australia, the action could well have taken place 
in America. The path by which the heroine finds 
maturity wanders through boarding houses, 
radio studios, left-wing politics and mental up- 
lift societies. The author has traced her progress 
with skill and good insight, at the same time 
presenting an excellent picture of Sidney about 
which we have little acquaintance in fiction. 


THE DISPLACEMENT OF 
POPULATION IN EUROPE 

EUGENE M. KULISCHER 

International Labour Office. 171 pp. $1.50 


A factual account of the uprooting effect of 
war on Europe’s populations. The author esti- 
mates that over 30 million people have been torn 
from their homes and native soil since the begin- 
ning of the war. This well-documented study 
opens our eyes to the magnitude of the post-war 
resettlement task. It proposes action on an inter- 
national scale to cope not only with the stupen- 
dous task of repatriation but also envisions the 
corollary problem of redistribution of labor in a 
newly organized post-war Europe. 


PEACE AND WAR, UNITED 
STATES POLICY 1931-1941 
Department of State 

U. S. Government Printing Office. 874 pp. $2.00 


A volume of documents constituting an appen- 
dix to the State Department’s earlier White Book 
“Peace and War” published January 2nd. Even 
though all but 116 of the 274 documents were 
previously published, the volume is significant 
as an historical source book. It offers documen- 
tation that as early as 1933 Secretary of State 
Cordell Hull believed war was probable. 


INVESTMENT COMPANIES AND 
THEIR SECURITIES 
ARTHUR WIESENBERGER 
Arthur Wiesenberger & Co. 180 pp. $10.00 


The company’s third annual edition (1943) con- 
taining complete statistical and factual data 
relating to investment companies and their se- 
curities. A valuable manual for brokers and 
investors dealing with every aspect of this type 
of companies, the merits and special uses of 
investment company shares, with complete com- 
parative data of company results from 1930 on- 
wards. Definitely worth its price to those in- 
terested. 


THE AMERICAN 
JAMES TRUSLOW ADAMS 
Charles Scribner’s Sons. 404 pp. $3.00 


Mr. Adams in his masterly way describes the 
effect of American environment on character 
formation and evolution of popular psychology, 
a fascinating subject, and, viewed in a broader 
sense, a story of American evolution. Drawing 
on his historical knowledge, he traces skillfully 
the evolution of American characteristics, ex- 
plaining it in terms of the past brought up to 
the present. He tells it well and interestingly 
though with a tendency to gloss over the more 
unpleasant chapters of our history. While con- 
servative and often conventional, the author is 
admirably helping to answer the question: 
“What is an American?” 


WHAT TO DO WITH ITALY 

GAETANO SALVEMINI and GEORGE LA 
PIANA 

Duell, Sloan & Pearce, Inc. 295 pp. $2.75 


The book seeks to offer plain and forthright 
advice on what to do with post-Mussolini Italy. 
It is essentially an indictment of United Na- 
tions policy towards Italy that is no less sting- 
ing for its quiet irony and temperateness. While 
written before the dictator’s fall, the authors 
have called the turn on subsequent events. They 
find particular fault with the American propa- 
ganda line towards the House of Savoy and the 
potential liberal forces in and out of Italy, that 
is encouragement of the former and discourage- 
ment of the latter. They reject the idea that 
the Italian people are solely responsible for 
Fascism. Their solution is removal from power 
of the House of Savoy and creation of an inde- 
pendent democratic regime to work out the 
country’s salvation without outside interference. 


AMERICAN POLITICAL PARTIES 
WILFRED E. BINKLEY 
Alfred A. Knopf. 407 pp. $3.75 


Here is a book that digs deeply into the politi- 
cal habits of the American people, presenting a 
strikingly fresh interpretation of the develop- 
ment of parties and statesmen. Many new and 
independent judgments appear before the read- 
er’s eyes. Republican disintegration was not in- 
evitable, says the author. Rather, the party 
failed to produce “specialists in group di- 
plomacy” who would never had neglected the 
farmers ‘‘without whom no party since the Fed- 
eralists has remained in power’. The book 
should be read with profit and enjoyment by all 
Americans who desire to know ‘‘who gets what, 
when and how” after the votes are counted. 


SECRET SOURCES 

WYTHE WILLIAMS and WILLIAM VAN 
NARVIG 

Ziff-Davis Publishing Co. 326 pp. $3.00 


In this book, Wythe Williams, well-known jour- 
nalist and radio commentator at last bares his 
secret sources of information which prior to 
Pearl Harbor kept him so accurately informed 
about what was going on in Nazidom and fre- 
quently enabled him to scoop the entire news 
world. Were it not for the author’s reputation 
and his scoops which were real enough, the 
story might well be called fantastic. It tells 
how with the aid of his associate, Van Narvig, 
he managed to organize a private information 
service reaching into the very inner sanctum of 
Nazi hierarchy and the Gestapo. The book 
textually reproduces the frequent and lengthy 
communications received out of Germany, often 
truly sensational and throwing an interesting 
light on Nazi policy and Nazi methods. 


THE SPIRIT OF ENTERPRISE 
EDGAR M. QUEENY 
Charles Scribner’s Sons. 242 pp. $2.00 


A forthright, and considering the source, an 
amazingly unbiased discussion of the evolution 
of the free enterprise system in America, its 
faults and virtues and the role it played in 
making America great. It is probably the first 
time that this subject is so frankly and thor- 
oughly explored by a leading industrialist. The 
author who is chairman of the board of Mon- 
santo Chemical Co., believes that the case for 
free enterprise has been obscured during recent 
years. He performs a real service by stating 
that case strongly and simply, and, what is 
more, convincingly. Few can find fault with 
his treatment of a subject that normally lends 
itself so readily to controversy. His conclusion 
is that in efficiency and service, free enterprise 
can never be matched by bureaucratic Govern- 
ment control. 


Indicate book you want and mail with check to 
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90 BROAD STREET 


NEW YORK, N. Y. 
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terials and can be assured of a sizable 
market during whatever recove 
boom may lie ahead. Reconversiog 
alone should make for good dome. 
tic demand and reconstruction work 
abroad is bound to assure equally 
sizable outlets for some time to come, 
In view of the existing price peg, no 
price deflation of any considerable 
import is in sight; rather, when free 
markets once more exist, a higher 
price trend may well materialize in 
line with rising general costs. 

Once these trends begin to take 
definite outline, the market may well 
revise its present opinion on copper 


company prospects. At present Kenf , 


necott, among other leaders in the 
field, is virtually on the bargain 
counter, everything considered. Its 
long-term earnings and dividend 
record alone, apart from the con. 
cern’s sound financial position, 
should serve to go far towards re 
orientating market judgment when 
the time is ripe. 





Generali Electric 
vs. Westinghouse 


(Continued from page 250) 
that also, in the next period of ag 
gressive advance in markets as a 
whole, it may have a relatively larger 
upswing than General Electric from 
present market levels. 

There are a number of other com: 
panies in the fields which are cov: 
ered by the two large companies 
above. Not one is even close to 
either of them in size. The next 
largest distinctly electrical 
company in 1942 had only one-eighth 
of the gross business of Westinghouse 
and one-twentieth of that of Gen 
eral Electric. That does not pre 
vent some of the stocks of thes 
smaller companies from having ver 
attractive market possibilities. A 
great expansion in civilian use of 
many electric materials is looked for 
after the war ends. This should be 
of especial benefit to McGraw Elec 
tric Company, which makes a num 
ber of household products of which 
some of the best known are _ the 
Toastmaster and Wafflemaster. It 
also has a large business in fuses, 
lamps and a number of other smaller 
items. The war has handicapped its 
business, but postwar prospects are 
good and a return to the former $ 
annual dividend rate may develop 
after the war. Square D Company, 
which is a leader in making instru 
ments and various electrical goods; 
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electrical control devices used in in 
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tubes and electronics devices, are 
among others in this industry which 
have good possibilities for postwar 
expansion. There are also the many 
companies in the radio, television, 
electronics, electric refrigeration, and 
other lines which might belong un- 
der “electrical goods industry” which 
may participate in a larger postwar 
business than they had in the pre- 
war years. 





Columbia Broadcasting 





(Continued from page 248) 


exercise some control over commen- 
tators’ methods and morals. With 
the potential threat overhanging 
any station of the loss of its license, 
there is always the possibility that 
broadcasting may become involved 
in politics. 

On the other hand, the current 
discussion is helping to clarify the 
morals of broadcasting. Commenta- 
tors are being instructed to make a 
clear-cut distinction between factual 
news and their own interpretive 
comment, which is essential to pro- 
tect the listening public. The prac- 
tice is gaining—witness Mayor La- 
Guardia’s recent concession of time 
on WNYC to Mr. Curran— of allow- 
ing equal time to an opponent to 
answer political charges, thus open- 
ing the air to political debates. It 
remains for Congress to clarify the 
rules, and for the FCC to enforce 
them. 

The present quarrel over regula- 
tion, and the restrictions imposed by 
the war, will eventually be ended. 
For the future the development of 
television Opens up an interesting 
vista. of growth possibilities. The 
broadcasting industry may ally it- 
self with the leading film companies 
for joint development of the new 
field. Television had almost reached 
the stage of commercial develop- 
ment when the war diverted research 
activities, but it should not take 
long after the war is over to reopen 
its commercial and advertising pos- 
sibilities. 

If, as many believe, our national 
political environment becomes more 
“conservative” after the war, higher 
investment favor will probably even- 
tually attach to equities of utilities 
and other regulated situations such 
as Columbia Broadcasting. 

Meanwhile the possibility of more 
stringent regulation, and its effects 
on earnings potentials, will remain 
an intangible but important factor 
in the outlook probably more than 
offsetting expectation of a marked 
uptrend in advertising revenues in 
the wake competition for lucrative 
post-war consumer markets. 
DECEMBER 
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“Nose Dive" Says 
J. C. Clifford 





(Continued from page 236) 


sion, to translating into realities the 
wonderful dreams of our post-war 
planners. Industry and business will 
not branch out when they are afraid. 

As the outlook appears today, the 
partial reconversion period will wit- 
ness a business slump of moderate 
proportions with duration and in- 
tensity depending on the handling 
and speed of reconversion activities. 
Quite a number of industries mav 
enjoy relative boom conditions in 
volume if not in earnings. Others, 
where transition is more difficult and 
war work entirely suspended, are 
likely to be slow in returning to a 
peace production basis. Obstacles 
may be severe, beyond mere techni- 
cal problems. Often vast areas of 
business relationships will have to be 
re-established from the ground up, 
and this takes time. 

War-time progress in technology 
enabling larger production with few- 
cr men is likely to become an unex- 
pectedly serious handicap in the re- 
employment process. <A hint of the 
ievolution in labor-saving devices is 
found in a recent report of the De- 
partment of Commerce that if our 
output after the war is no greater 
than in 1940, there will be over 19 
million unemployed. 

Apart from such as the aforemen- 
tioned factors, one cannot rationally 
expect civilian demand to expand 
virtually 100% within the span of, 
say, 18 months to take up the 50% 
decline in total war demand. As far 
as business is concerned, the inevi- 
table upshot will be a sizable decline 
in the production curve, reflecting 
growing spottiness in many direc- 
tions. While some industries are 
booming, others may be depressed. 
Just which will be among the former, 
and which in the latter category, is 
difficult to prophesy; it would seem 
to depend largely on such factors 
as reconversion order, reconversion 
speed, the percentage of war business 
retained, the flow of materials and 
parts from satellite industries, and a 
host of imponderables not now fore- 
seen. Spottiness in the production 
field will inevitably result in irregu- 
lar earnings trends and a drop in 
over-all corporate earnings. Full re- 
conversion will intensify these trends. 

In view of such an outlook which 
must by no means be considered 
over-pessimistic, it is litthe wonder 
that attention of our post-war plan- 
ners is increasingly veering towards 











CORPORATION 


Common Stock, Dividend 


A quarterly dividend of 75 cents per share in cash 
has been declared on the Common Stock of 
COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable January 1, 1944, to 
stockholders of record at the close of business 
December 10, 1943. The transfer books wiil not 
close. Checks will be mailed. 

JOHN IL. SNYDER, Treasurer. 


November 24, 1943. 

















UNION CARBIDE 

AND CARBON 

CORPORATION 
uce 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable January 1, 
1944, to stockholders of record at the 
close of business December 3, 1943. 


ROBERT W. WHITE, Vice-President 

















THE TEXAS COMPANY 








165th Consecutive Dividend paid 
by The Texas Company and its 
predecessor 








A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on January 3, 
1944, to stockholders of record as shown 
by the books of the company at the close 
of business on December 3, 1943. The 
stock transfer books will remain open. 

L. H. LINDEMAN 


November 19, 1943 Treasurer 








Allied Chemical & Dye Corporation 
61 Broadway, New York 

November 30, 1943 

Alhed Chemical & Dye Corporation 
nas declared quarterly dividend No. 91 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable December 20, 1943, 
to common stockholders of record at the 
close of business December 10, 1943. 


W. C. KING, Secretary 








FEDERAL MOTOR TRUCK COMPANY 
The directors of Federal Motor Truck Company have 
leclared a dividend of 10c per share, payable December 
21, 1943, to stockholders of record at the close of busi- 
ness December 11, 1943. 
C. A. ROGERS, Secretary-Treasurer 





« compensatory economy, that is an 
economy where tax policy and our 
debt structure is utilized to keep na- 
tional income high, thereby sustain- 
ing employment at highest possible 
levels. It would mean high tax rates 
and a good many Government con- 
trols for many years after the war. 
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30 CHURCH STREET 


December 2. 1943 








AMERICAN CAR AND FOUNDRY COMPANY 


There has been declared, out of the earnings of the 
fiscal year now current, a dividend of one and 
three-quarters per cent (134%) on the preferred 
capital stock of this Company, payable December 
24, 1943 to the holders of record of said stock at 
the close of business December 13. 1943. 


Transfer books will not be closed. Checks will be 
mailed by Guaranty Trust Company of New York. 


‘\ 





Pa 7 


New York, N. Y. 


CHARLES J. Harpy, President 
Howarp C. Wick, Secretary 

















Beneficial 


industrial Loan 
Corporation 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/oc per share 


(for quarterly period ending Dec. 31, 1943) 


COMMON STOCK 
quarterly dividend of 30¢ per share 
plus year end dividend of 15¢ per 
share. 

These dividends are payable De- 
cember 31, 1943 to stockholders of 
record at close of business Decem- 
ber 15, 1943. 

E. A. BAILEY 


Treasurer 


Dec. 1, 1943 











it would also mean large public 
works programs, all-embracing and 
possibly higher social security bene- 
fits and a flexible tax policy em- 
bodying staggering new thoughts 
which now appear in the making. 
Greatest advantage would lie in their 
neutralizing effects on extreme eco- 
nomic swings. While initially they 
may shock business confidence and 
retard the recovery process, they may 
well offer the only way out of an 
extremely difficult situation though 
it would almost certainly blast pres- 
ent hopes of a profitable post-war 
boom. There might be a boom, as 
lar as volume is concerned, but prof- 
its would be disappointing. 

The only alternative, as the writer 
sees it, is concrete planning now to 
provide private enterprise with a 
definite basis to build on when the 
moment for reconversion is here. 
Even then, there will be many pit- 
falls on the road from war to peace. 
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For Profit and Income 





(Continued from page 247) 

log demand may be “used up” while 
the companies are still subject to 
peak wartime tax rates. On a com- 
parative basis, this premise is in fa- 
vor of building stocks. If the post- 
war economic pattern is anywhere 
near as favorable as most economists 
think it is, the upward cycle in build- 
ing will last longer than in any other 
activity. Hence, the major part of 
the boom in building materials wiil 
be experienced when corporate tax 
rates are below the war-time peak. 
Probably the same is true, in moder- 
ately less degree, of*the automobile 
industry. However, in relation to 
past bull market highs, many build- 
ing stocks—though not all — look 
cheaper than the leading automobile 
stocks. Then, too, generally speak- 
ing, they have no reconversion prob- 
lem, while the auto industry not 
only has a reconversion problem but 
the biggest such problem of any 
industry. 


Chemicals 


In our perversity we just don't 
have much enthusiasm for stocks 
that most everybody else seems to 
like—especially when popular favor 
results in prices which mean a cur- 
rent income return not significantly 
greater than on a pretty good bond 
and without the capital safety of 
such a bond. We are talking about 
the highly prized chemical group. 
We don’t deny any of the strong 
points that analysts have so pro- 
fusely stressed. But how much of a 
good thing any stock may be depends 
--in our eyes—largely on the price 
vou have to pay for it. A Cadillac 


i; a swell car tor those who can af. 
ford to be extravagant—but, dollay 
for dollar, vou get more real valud 
in a Chevrolet. As against the loud 
praises sung for the chemical share 
by so many professional advisers 
the actual market record is nothing 
to shout about. Last year, the chem: 
cal group advanced closely in lin 
with the Dow industrial average 
which means considerably less thar 
the “rank and file” of the market a 
reflected in our weekly index of 27H 
stocks; and ever since last January 
the group has been losing ground# 
in relation to the industrial average 
At current prices, the leading chemi 
cals show the following decline 
from their 1943 highs: Allied Chemi 
cal, 22 points; du Pont, 20 points, 
Dow, 30 points; Union Carbide, 934 
points; Monsanto, 15 points. ‘They 
still don’t look too alluring on ; 
dividend vield basis. 


Rail Earnings 


Despite a few exceptions, carningg 
power of the railroads has turned 
down from its war peak, largely dueffj 
to a less favorable EPT position. I! 
ihe Senate adopts the House version 
of the pending tax bill, profits offf 
quite a few rails would be further] 
and substantially reduced by the 95 
per cent EPT rate and the reduced 
hase allowance for return on invest] 
cd capital. However, for the rest offf 
the European war at least, rail carn- 
ings will be glowing, indeed, as com- 
pared with the pre-war average. 
With earnings, present and in near- 
by prospect, far greater than in 
1937; and with debt position radi- 
cally improved, the rail average to-]} 
day stands at less than half its 1937 
high and over 50 per cent below itsif 
1937 mean level. The next major§j 
revival in rails will be founded on 
speculative confidence, rather more 
than on earnings. Perhaps it isi 
around the corner. but certainly not 
pow in sight. 


American Home Products 


The common stock of American 
Home Products is thus far display. 
ing much better than average re- 
sistance to downward tendencies in 
the general market. Price of 6514 
at this writing compares with year’s 
high of 70 and low of 53%. Yield 
offered by the $2.65 dividend is only 
about 4 per cent., but dividend poii- 
cy is conservative in relationship to 
earnings which in recent years, de- 
spite high war-time taxes, have held 
close to a consistent $5 a share. 
Priced at only a little over 13 times 
earnings, the price-earnings ratio 1s 
generally moderate for an equity 
which not only offers unusual sta- 
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Profit Through The Indicated 
Upmove of This Stock! 


Stock Now Being Recommended — 
Short Term Profits Taken Twice 
In This Company in 5 Months... 








Below is a graphic illustration of short-term profits made available through definite Forecast ad 


vices of what and when to buy and when to sell. It shows how our analysts watch active, volatile 


stocks to have our subscribers take advantage of intermediate movements . . . even 


though the 


general market is in a narrow range. 





Short Term Profits 
Twice in the Same Stock 
Through Forecast Advice 


This 


mended in early 


recom- 
May 
and closed out in late 
July with 14% profit. 


STOCK WOS 





Again it was recom 
mended September 7 


and closed out in two 





? Buy 
SELL sti Is+ 


weeks with 24% profit 


advise 


NOW — 


our subscribers to buy 


we 





UY 


the 


company ror 


another issue in 


“Company | same 
short-term profits. As 


soon as you enroll, you 








You will receive: 


May ,June July , Aug.sept., Oct. , Nov» Dec., Jan. 


This is only part of the complete and well-rounded service which The Forecast will orovide 


will receive the name 


of this stock. 








you. 


For Short Term Profits: Dynamic Special Situations for Price Appreciation; and Low-Priced 
Opportunities for High Percentage Gains. 


For Your Investment Backlog: 


Investment Recommendations for Income and Profit: and Low 


Priced Situations for Capital Building. 


Consultation Service: On as many as !2 securities at a time; to serve you in keeping your 
portfolio on a sound and profitable basis. 


Enroll with The Forecast now. 


Have at your disposal this new, lower-priced security advisory 


service — modernized for today's markets — to help you build capital and income in 1944. 


Mail the coupon below today. 


FREE Service to January 


15th! 
MONTHS’ 
6 SERVICE $40 
MONTHS’ 
1 2 SERVICE $ 7 5 


Effective January Ist, the rates 
will be 6 months $45; one year $75. 
Subscriptions are deductible for tax 


pur poses. 


11, 1943 





It provides FREE service to January |5th. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [] $40 for 6 months’ subscription; [1] $75 for a year’s subscription. 
(Service to start at once but date from January 15, 1944) 
(] Telegraph me collect in anticipation of 


important market turning points .. . 
when to buy and when to sell. 


-] Airmail Your Bulletins to Me. 
(() $1.00 for six months; [] $2.00 for 
one year in U. S. and Canada.) 


DNR ao. seer tal ee on a OLGA OCT OR aE Oh EEN LOT TL at fae OnE Ratan 
PRATER OS Bi secs e o o IS oe A e Gian 0 he OS ed OT AS eS ea 
TA Gah REN ge ee Re RUPE eae pele a PA eae ia eeteen ogee re eee 
Your subscription shall not be assigned at List up to 12 of your securities for our initial 


any time without your consent. analytical and advisory report. 
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bility of earning power but longer- 
term growth possibilities as well. The 
company is one of the largest in 
its field, with sales volume around 
$60,000,000 a year. Expansion has 
been accomplished mainly by acquir- 
ing smaller companies with well-es- 
tablished trademarks. Brands include 
Kolynos tooth powder, Bi-So-Dol; 
Edna Wallace Hopper and Louis 
Phillipe cosmetics lines, Clapp’s baby 
foods, and Old English floor wax. 
Assuming some degree of tax reduc- 
tion after the war, growth of sales 
and of pre-tax profits should even- 
tually be translated into larger net. 


Spiegel, Inc. 


Spiegel common is now around 
534, compared with year’s high of 
814 and low of 3. Although of quite 
speculative quality, this is one low- 
price stock that we consider a prom- 
ising longer-term buy, though it is 
probably worth while to wait and 
see if it can be had still cheaper in 
the event of further general market 
unsettlement over the near term or 
during the forepart of the new year. 
Spiegel is unusual among merchan- 
dising stocks in that the company 
has been hard hit during the war 
period by restrictions on its time 
credit business and by lack of ade- 
quate inventories, whereas the gen- 
eral run of retail trade stocks now 
have very good earnings. On the 
basis both of post-war earnings pos- 
sibilities and past market highs, the 
stock is much more greatly depressed 
than any other that we know of in 
the merchandising field. Relatively, 
it has more to gain from peace than 
the others. 


Radio Corporation 


“Radio” has recently come 
through with a 20 cent dividend, the 
same as has been paid every Decem- 
ber in recent years. That is the com- 
plete distribution for the year—so 
the stock, now around 9, offers an 
income yield of 2.2 per cent. Earn- 
ings for the nine months ended Sept. 
go amounted to 36 cents a share, 
comparing with 33 cents for the cor- 
responding period of 1942. Last year 
total net came to 42 cents a share 
and it evidently will not be bettered 
by more than a small margin this 
year. Top previous earnings in the 
war period were 50 cents in 1941. 
Best earnings in the pre-war years 
were 42 cents a share in 1937. Thus 
the stock is priced somewhere 
around 18 times indicated top earn- 
ing power. It is possible that the 
romantic dreams about electronics 
will come true in the post-war-world 
and that Radio will make a lot of 
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money—but, as may be gathered from 
the unenthusiastic character of the 
preceding comment, this perennial 
speculative favorite of the “small 
fry” public is not any pet of this col- 
umn. Far from it. 


Minor Swings 


The short swings in the market 
are always puzzling and seldom ex- 
plainable. With the intermediate 
trend clearly downward and season- 
al precedent calling for a reaction 
low around mid-December, on the 
average, why shouldn’t the market 
go on down and get it over with? In- 
stead, we recently had a rally of a 
couple of points in the industrial 
average. Trying to live up to their 
obligations, financial writers in the 
newspapers said the “news” was bet- 
ter, though wherein it had signifi- 
cantly changed is hard to say. The 
fact is that the price average never 
moves very long in any given di- 
rection without some “technical” in- 
terruption. Probably the reason is 
that after a few days of advance, or 
decline, quick-turn traders move to 
take profits. Through Nov. go the 
industrial average had declined for 
seven consecutive trading sessions. 
The back record over a period of 
years shows that on declines the 
short swings seldom carry through 
more than six or seven consecutive 
sessions without a rebound. Recog- 
nizing that habit, many traders will 
play for a rally after a six or seven- 
day decline. Over the past eleven 
years there is no example of a swing 
lasting more than ten consecutive 
sessions without reversal. There was 
one ten-session “play” in each of the 
years 1934, 1935 and 1938. There 
was one swing of nine sessions in 
each of four years out of the eleven: 
three swings lasting eight sessions in 
three different years; seven moves 
lasting seven sessions, with two of 
these in 1942, one each in five other 
years and none in the other five 
years. Moves lasting as long as six 
sessions without interruption have 
not been exactly plentiful — just 
eleven in the whole period, 





Peace Stocks 





(Continued from page 239) 


they will closely approach the 1938) 
42 average and possibly pave the way 
for the return to the former $2 divi- 
dend, in 1942 reduced to $1.70, fur- 
ther enhancing the semi-investment 
character of the stock. Selling about 
17 times prospective 1943 earnings, 
this outlook, however, appears fairly 
well discounted. 





As I See It! 





(Continued from page 221) 


less they turn over a new leaf no 

before it is too late. Those of us at 
home who love and honor our coun 
try will not forget the disgracef 

spectacle of these nefarious activities 
before the whole world, while the 
President is abroad working to bring 
hope and faith to a bitter, disillu 
sioned world. 

The times call for constructive 
common action, the building of one 
stone upon another by the magic of 
spiritual good-will. It is decidedh 
not the time for hate, greed and lac 
of imagination, nor is there reason 
for fear. There is enough for all ¢ 
us in this world. 

/ 


The Market Turns to 
Realities 








(Continued from page 223) 


travelers. The consensus he repo 
is that Germany is still “strong” and 
is most unlikely to crack up for a 
least another year. 

But Mr. Taylor concluded with 
additional information which any 
realistic psychologist would regard a 
casting considerable doubt on th 
validity of his main premise. He sai 
there was a virtually unanimous 
opinion in Germany that this would 
be the last winter of the war—whid 
indicates admission that German 
powers of resistance are limited. And 
he cited some remarkable mass illu 
sions that exist in Germany, such as: 
that Roosevelt is so sick his sons are 
now in charge of our Army and 
Navy; that Stalin has twice been af 
the White House, incognito to plead 
for aid to tottering Russia which i 
currently making the last desperate 
gamble before it collapses; that Brit 
ish censorship is concealing a vat 
Arab war in the middle east which ij 
occupying a million Tommies; etc. 

In other words, the hopes of the 
German people are feeding — 
on moonshine! That is fragile stuf 
One wonders how long a war-we 
people can subsist on it as the bombs 
rain down. 

To sum up, it now looks improba 
ble that the rest of December will 
provide a worthwhile buying oppor 
tunity for intermediate term or long 
er-range investment purchases for ap 
preciation; and that any rally inte 
early January would only delay com 
pletion of the market’s transitional 
readjustment. Therefore, we con 
tinue to favor retention of substan 
tial cash reserves.—Monday, Dec. 6. 
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